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I 


THE case for “ public works ”’ has often been discussed, and 
there is a final plea that the advocate almost invariably appends 
to his argument. It is important, we are told, not to overlook 
the beneficial repercussions that will result from the expenditure 
of the newly-employed men’s wages. But little is done to 
evaluate these repercussions in concrete terms. The main 
purpose, though not the only purpose, of this article is to outline 
the means by which this gap could be filled, and incidentally to 
suggest that the case for ‘‘ public works ” may be stronger than 
is always recognised. 

The argument will apply to the effects of any net increase in 
the rate of home investment. The increased employment that 
is required in connection actually with the increased investment 
will be described as the ‘“ primary”’ employment. It includes 
the “direct ”’ employment, and also, of course, the “ indirect ” 
employment that is set up in the production and transport of 
the raw materials required for making the new investment. To 
meet the increased expenditure of wages and profits that is 
associated with the primary employment, the production of 
consumption-goods is increased. Here again wages and profits 
are increased, and the effect will be passed on, though with 
diminished intensity. And so on ad infinitum. The total 
employment that is set up in this way in the production of 
consumption-goods will be termed the “ secondary ” employment. 
The ratio of secondary to primary employment is a measure of 
these ‘‘ beneficial repercussions ”’ that are so often referred to. 

It will simplify the process of exposition if expenditure by the 
Government on roads is taken as a convenient instance of an 
increase in home investment. But this simplification must not 
be taken to imply either that there is anything in the argument 
that confines its application to investment taking place directly 
under the auspices of the Government, or that the building of 


more roads is a particularly desirable form of investment. 
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174 THE ECONOMIC JOURNAL [JUNE 


II 


It is necessary, in the first place, to clear out of the way the 
objection that any reduction of unemployment that is effected 
by Government action will be at the expense of an equal increase 
of unemployment in some other quarter. If the Government 
were to raise the funds required to pay for the roads by means of 
taxation, it is obvious that unfavourable reactions would be 
probable. Of these the most important would be the “‘ secondary 
unemployment ” that would result if increased taxation were to 
reduce the taxpayers’ expenditure on consumption-goods. The 
amount of this ‘‘ secondary unemployment” would depend on 
the extent to which increased taxes are paid at the expense of 
consumption rather than of saving. But that is a matter for 
separate study; and throughout this article it will be supposed 
that the necessary funds are raised by means of borrowing. 

It is sometimes claimed that if the Government borrows 
money for the purpose of building roads, this necessitates an 
equal reduction in the funds available for investment from other 
sources. But it is clear that even if this claim has any force at 
all, it cannot have a universal application. For it is always 
within the power of the banking system to advance to the Govern- 
ment the cost of the roads without in any way affecting the flow 
of investment along the normal channels. If it assists the pro- 
cesses of thought, it may be imagined that the Government 
obtains its funds in this kind of way. But it will become clear 
in the sequel that no such hypothesis is really necessary. For it 
will be demonstrated later on ? that, pari passu with the building 
of roads, funds are released from various sources at precisely the 
rate that is required to pay the cost of the roads. 

It is, however, important to realise that the intelligent 
co-operation of the banking system is being taken for granted. 
It is supposed that the object of the Central Bank is to achieve 
the maximum of employment that is consistent with remaining 
on the gold standard. If the increased circulation of notes and 

1 How important is the influence that has been exerted upon British policy 
by this claim is forcibly demonstrated by the following information supplied in 
1927 by the British Government to the International Labour Office: ‘‘ While it 
is not possible to give any specific indications that competition arose with other 
enterprises owing to the raising by the State of moneys for the various State- 
assisted employment projects, the decision taken by the Government at the end 
of 1925 to restrict grants for relief schemes was based mainly on the view that, 
the supply of capital in the country being limited, it was undesirable to divert 
any appreciable proportion of this supply from normal trade channels.’’ (Unem- 


ployment and Public Works, published by The International Labour Office, 1931, 
p. 30.) 2 See p. 189. 
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the increased demand for working capital that may result from 
increased employment are made the occasion for a restriction of 
credit, then any attempt to increase employment—whether it is 
by way of road-building or by any other means, or, indeed, by 
awaiting the return of world prosperity—may be rendered 
nugatory. 

- il 

It will be assumed throughout the greater part of this article 
that money-wages are not raised as a consequence of the reduction 
in unemployment or of any rise in prices with which the reduction 
in unemployment may be associated. Even if this assumption 
is not entirely reasonable, it is clear that it is essential if the 
analysis is to proceed at all. (Butit 7s suggested, though with some 
hesitation, that over a limited, and not so very limited, range the 
assumption is not appreciably wide of reality.) To take into 
account the effects of a possible rise in wages would necessitate, 
not only an estimate of the amount of the rise, but; far more 
serious, an analysis of the effect of a rise in wages on the level of 
employment; and such an investigation must be ruled outside 
the scope of this article. 

An attempt will, however, be made! to demonstrate that 
there is some increase in employment even though real-wages 
are maintained at their former level—or, in other words, if 
money-wages are raised so as to compensate for the rise in prices. 
But to the extent, on the other hand, that it is to the reduction 
in unemployment rather than to the rise in prices that wages 
respond, there is clearly no method whatever of increasing the 
volume of employment. 

IV 


Finally, no account will be taken, in assessing the effects on 
employment, of any increase in productive efficiency that may 
result from the Government’s expenditure. That, perhaps, is 
why roads are a good illustration to adopt as an object of such 
expenditure. 

For this reason, too, the argument of this article could, with 
suitable modifications, be applied to a discussion of the desir- 
ability of reducing the Sinking Fund or of the undesirability of 
reducing the dole. 

Vv 

Considerable use will be made in these pages of the expression 

“‘ saving on the dole.” It must be clearly understood that these 


1 In a subsequent number of the Economic JouRNAL. 
N 2 
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words are not intended to imply any moral judgment on the 
system of unemployment insurance. The word “dole” is used, 
purely as a matter of convenience, to cover the whole of the 
expenditure of an unemployed man on consumption, whether it 
is derived from the Unemployment Insurance Fund, from local 
authorities, from charity, from borrowing, from his friends 
and relations or from his own accumulated savings. 

For the purpose of developing the argument it will be assumed 
that when a man obtains work, the “ saving on the dole” that 
results does not have the effect of increasing the consumption of 
other members of the community. Above all, this assumption 
presupposes that any change that occurs in the expenditure of 
the Unemployment Insurance Fund falls entirely on the rate at 
which the fund is increasing or diminishing its debt and on the 
amount of the budgetary Sinking Fund. Manifestly this assump- 
tion is a somewhat unreal one. Even if contributions to the 
Fund are not affected, a reduction in the cost of transitional benefit 
will almost certainly lead to some reduction of national taxation, 
and a reduction of the rate at which the Fund is getting into debt 
will lead to some scaling down of the Chancellor of the Exchequer’s 
standards of respectability in regard to Sinking Funds—and so 
again to a reduction of taxation. 

But, in relation to the amount of the saving on the dole, any 
reduction of taxation that occurs is likely to be small—this will 
be obvious if consideration is paid to the present level of the real 
Sinking Fund—and the consequent increase in expenditure on 
consumption will be still smaller. In so far, however, as it occurs, 
it adds an a fortiori force to the argument of the following pages. 
The secondary employment is increased if road-building results 
in less taxation and consequently in greater expenditure by 
taxpayers on consumption-goods.+ 


VI 


I turn now to the often debated question of the effect of 
Government investment on the general level of prices. This 
question has been debated from various points of view. It has 


1 If this increase in expenditure were exactly equal to the saving on the dole, 
and if it were divided between home- and foreign-produced goods in the same 
proportions as the dole is divided, then the same consequences would ensue as 
would ensue on my assumption—that there is no such increase in expenditure— 
if the dole were zero, i.e. if the unemployed lived on air. If a greater amount 
were spent on home-produced goods than would have been spent on home- 
produced goods if the money had been spent by the unemployed, then the results 
can be gauged by supposing, on the basis of my assumption, that the dole is 
negative. 
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been debated with an eye on the expansion of bank credit that 
may accompany the building of roads. Somewhat more adapted, 
perhaps, to the end in view have been the discussions that have 
centred on the various alleviations that partially set off the 
increase in purchasing power caused by increased investment. 
Of these the most important are the saving on the dole and the 
increased imports of consumption-goods and of raw materials that 
take place when employment is increased. 

But it is, I think, quite clear that a very important, though 
nevertheless extremely obvious, consideration is usually omitted 
in these discussions. It is, perhaps, its very obviousness that 
accounts for its being so persistently overlooked. For the line 
of approach that will now be taken up is the one that would be 
followed under the impulse of crude common-sense—there is no 
room here for analytical subtleties. No claims of originality are 
advanced for adopting it, but that does not mean that it is not 
very important. 

The price-level and output of home-produced consumption- 
goods, just like the price and output of any single commodity, are 
determined by the conditions of supply and demand. If the 
conditions of supply can be regarded as fixed, both the price- 
level and the output are determined by the demand; and there 
is a unique correlation between price-level and output. For a 
given output of consumption-goods there corresponds a certain 
price-level of consumption-goods; and this is their price-level 
quite independently of the causes that are responsible for main- 
taining the given output. If there is a certain increase in 
employment on the production of consumption-goods, the change 
in their price-level is the same whether the increased employment 
is fostered by large advances from the Central Bank to the 
Government or whether it is the symptom of the return of pros- 
perity by a more natural route. If this is to be true, it is only 
necessary that the change shall be actuated by a change in the 
conditions of demand and not by a change in the conditions of 
supply. Then the volume of employment engaged in producing 
consumption-goods and the price-level of home-produced con 
sumption-goods are uniquely correlated. For a given increase in 
the output of consumption-goods the change in their price-level 
depends only on the supply curve of consumption-goods in general, 
the curve being drawn from the point of view of the particular © 
period of time that is under consideration—long, short, or other- 
wise. If the supply curve rises steeply, there is a large rise in 
prices; if conditions of constant supply price prevail, there is no 
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rise in prices; and if the supply curve were falling, there would 
be a fall in prices. 


VII 


The relief of unemployment by means of national development 
is often objected to on the grounds that it will cause a rise in the 
cost of living. The extraordinary fatuity of this objection is, of 
course, quite apparent. There is nothing unnatural about the 
rise in prices caused by the building of roads. It will occur 
equally if employment in the production of consumption-goods is 
stimulated to an equal extent by more natural means (other than 
a reduction of costs). Indeed, if it isan improvement in world 
economic conditions that is the cause of increased employment, 
the cost of living will rise by considerably more than if the cause 
is the building of roads. And this for two reasons. In the first 
place, not only the whole of the secondary employment but also 
part of the primary employment will in this case be engaged in 
producing consumption-goods. For part of the primary employ- 
ment will be engaged in the production of commodities that are to 
be exported or that were previously imported, and some of these 
commodities will be identical with commodities that enter into 
consumption at home. It follows that, for a given volume of 
primary and secondary employment, the output of home-pro- 
duced consumption-goods is greater, and therefore the cost of 
living is higher, if the cause of the change is an improvement in 
the conditions of world demand than if it is the building of such 
things as roads, whose production can be carried on without 
appreciably affecting the condition of supply of consumption- 
goods. But it is the second reason that is likely to be more 
important quantitatively. An increase in employment that is 
part of a general revival in world trade will be accompanied by a 
rise in the prices of imported consumption-goods (including the 
supremely important category of food) and of imported raw 
materials, while the rise in prices that is caused by a purely 
local policy of road-building will be almost entirely confined to 
that part of the national consumption that is produced at home. 
The effect on the cost of living is, therefore, far more serious in 
the former case than in the latter case. 

Even more fantastic is it to argue at the same time that road- 
building causes a rise in prices and yet that it is not responsible 
for any net addition to the volume of employment. The rise in 
prices, if it occurs at all, is a natural concomitant of increased 
output, to a degree indicated by the slope of the supply curve. 
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It is impossible to maintain at the same time that prices will rise 
and that there will be no increase in output. If the result, owing 
to the operation of some mysterious cause, of the construction of 
roads by the Government is an equal reduction of investment in 
other channels, there is no secondary employment and no rise in 
prices. But if it is a fall in the output of conswmption-goods that 
compensates for the employment provided on the roads (as might 
conceivably be the case if the Government raises the necessary 
funds by taxation rather than by borrowing), then the effect of 
road-building is to cause a fall in prices (on the assumption that 
production takes place under conditions of increasing supply 
price). 


VIII 


It should now be clear why it is hopeless to discuss the possi- 
bility of a rise in prices in terms merely of the saving on the dole 
and the increase in imports that result from increased employ- 
ment. These indeed are two factors, as we shall see later, that 
determine the amount of the secondary employment. But before 
it is possible to deduce the magnitude of the change in prices, it 
is necessary to introduce the slope of the supply curve. Nor is it 
as simple as that. For the amount of secondary employment 
itself depends, as will be shown later, on the extent of the rise in 
prices by which it is accompanied. The two are uniquely cor- 
related, but the amount of secondary employment is effect as 
well as cause. The amount of secondary employment must be 
such that, together with the primary employment, it gives rise 
to just so much alleviation to the original investment (in the 
shape of saving on the dole, increased imports, and so on) as will 
account for the rise in prices that is appropriate to that amount 
of secondary employment. If the supply of commodities in 
general is perfectly elastic, there can be no rise in prices and the 
secondary employment must be such as to make it so. If the 
supply of commodities in general is perfectly inelastic, there can 
be no secondary employment and the rise in prices must be so 
great that the net secondary employment is zero. 

In general it can be said that, for a given supply curve, the 
secondary employment is smaller the greater are the saving on 
the dole, the increase in imports, and the other alleviations that 
accompany a unit increase in employment. It follows that it is | 
perfectly true to state that the greater the extent of these allevi- 
ations, the smaller is the rise in prices that results from a given 
amount of road-building. But from such a view-point the problem 
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is liable to assume a peculiarly distorted aspect. It is not merely 
that there would be a failure to recognise the predominant 
importance of the supply curve—the fact, for instance, that if 
supply is perfectly elastic, there can be no rise in prices. It 
might also appear that the claims of road-building as a national 
policy are stronger if the alleviations (saving on the dole, increase 
in imports, etc.) are great than if the alleviations are small, 
because it is when the alleviations are great that the rise in prices 
is small. But in fact it may just be if the alleviations are great 
that road-building is least justifiable, for it is then that the 
secondary employment is small—and the “beneficial repercus- 
sions ” are weak. It is possible to imagine a case—it is very far 
removed from reality—where unemployed men who are set to 
work on making roads devote the whole of the net increase in 
their incomes to goods that have to be imported. There would 
then be no rise in prices—the alleviations are equivalent to the 
whole of the original investment. But road-making would be a 
far weaker economic proposition than it is in fact, for there would 
be no secondary employment. 


IX 


Perhaps it is not altogether inappropriate to pause at this 
point to consider the appearance of our line of approach in the 
light of Mr. Keynes’ new equations. The building of roads 
represents an increase in investment. But before it is possible 
to assess the net effect on the difference between savings and 
investment, it is necessary to bring into the account those allevi- 
ations which have already been several times referred to. Pay- 
ment of the dole represents negative saving, and the saving on 
the dole represents, therefore, an addition to total savings. An 
increase of imports, whether of consumption-goods or of raw 
materials, represents a diminution of the foreign balance and 
therefore of total investment. If entrepreneurs continue to spend 
the same amount of money on consumption-goods as before 
although output has increased, their savings, in Mr. Keynes’ 
sense, have increased. On the other hand, to the extent that 
non-wage-earners (and wage-earners who were previously in 
employment) increase their expenditure on consumption-goods 
irrespective of any increase in total output—whether as a result 
of the fact that they have more to spend, because of increased 
profits, or of the fact that prices of consumption-goods have gone 
up—savings diminish: this is an aggravation. The new value 
of the difference between savings and investment, appropriate to 
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Mr. Keynes’ equations, can only be deduced by subtracting the 
alleviations corresponding to the total new employment from the 
cost of the roads, and adding the aggravation. 

If the supply of consumption-goods is perfectly inelastic, there 
is no secondary employment and the problem is considerably 
simplified. It is only necessary now to consider the alleviations 
associated with a known volume of primary employment—and to 
subtract the aggravation. Prices rise by an amount corresponding 
to the difference between the cost of the roads and the amount of 
these alleviations. If the aggravation can be neglected, the rise 
in the price-level of home-produced consumption-goods is equal 
to the increase in expenditure directed towards them by the 
roadmakers divided by their volume. This is the case when all 
productive resources available for the production of consumption- 
goods are already being utilised and, over a certain range of output 
and over a sufficiently short period of time, it is not possible to 
increase their output appreciably and there is no incentive for 
an appreciable reduction of output. 

But simplest of all is the case where it is not the supply of 
consumption-goods that is completely inelastic but total employ- 
ment that is fixed, so that if investment increases, the production 
of consumption-goods must diminish by an equal amount. Then 
there is no alleviation, since there is no change in employment, 
and if in addition the aggravation is negligible, the rise in the price- 
level of consumption-goods is simply equal to the cost of the 
new investment divided by their volume. This is the case to 
which Mr. Keynes’ equations apply in their full simplicity. It 
occurs when the whole of the factors of production are employed, 
and continue to be employed, in producing either for consumption 
or for investment. 

At the other end of the scale is the case, very much closer to 
the actual conditions that prevail to-day, where the supply of 
consumption-goods is perfectly elastic. The price-level of con- 
sumption-goods is then constant, and, however great may be the 
cost of the investment that is taking place in road-building, the 
secondary employment will be such that the total alleviation 
(minus the aggravation) keeps the difference between total 
savings and total investment at a constant amount (or, more 
accurately, at an amount that varies in direct proportion with 
the output of consumption-goods). 

But this conclusion—that under certain circumstances employ- 
ment can be increased without any significant alteration in the 
difference between savings and investment—does not in the 
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slightest degree invalidate the causal force of Mr. Keynes’ argu- 
ment. The motive force that increases employment is an increase 
in investment or a reduction in savings. As a concomitant of 
this increase in employment occur other changes in savings and 
investment which, partially or wholly, neutralise the effect on 
the difference between savings and investment of the change that 
is the cause of the increased employment. 


x 


It should now be clear that the whole question ultimately 
turns on the nature of the supply curve of consumption-goods. 
At normal times, when productive resources are fully employed, 
the supply of consumption-goods in the short period is highly 
inelastic. The building of roads carries with it little secondary 
employment and causes a large rise in prices. But at times of 
intense depression, when nearly all industries have at their dis- 
posal a large surplus of unused plant and labour, the supply curve 
is likely to be very elastic. The amount of secondary employ- 
ment is then large and the rise in prices is small. 

If there is in existence a large stock of surplus resources that 
are not very inferior to the worst of those that are actually being 
employed,’ the elasticity of supply is likely to be very large 
indeed up to the level of output at which this surplus would be 
becoming inappreciable. Provided that output is not carried 
above this level, an expansion of employment bears with it 
only a very small rise of prices. The greater the depth of the 
depression, the greater is the expansion of employment that is 
associated with a given rise in prices. And the greater the expan- 
sion of employment that has already been secured by a policy of 
road-building, the greater is the rise in prices that accompanies a 
given further expansion of employment; for the short-period 
supply curve is concave upwards. It is clear, then, that if there 
is ever any justification for expenditure on “ public works ” as a 
means of reducing unemployment, the justification is greatest 
when depression is most severe; and the scale on which it is 
desirable that such a policy should be carried on is also then 
most extensive. 


XI 


I turn now to a calculation of the ratio of secondary to primary 
employment, and I begin by assuming that the supply of con- 


1 As is, par excellence, the case when the “ short-time ’”» method of working 
plant is in operation over a wide field. 
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sumption-goods is perfectly elastic over the range that is in 
question. (The adoption at this point of such a sweeping assump- 
tion is to be regarded purely as a means of simplifying the 
treatment—it would be quite possible, on lines that will be 
indicated later, to begin with a perfectly general case.) An 
attempt will be made below 1 to assess the extent to which the 
results require modification in the light of the conditions that 
prevail in this country at the moment, and it will be suggested 
that the modification is not very large. 

Let each man who is placed in employment receive a wage W, 
and let the increase in profits that is associated with the employ- 
ment of each additional man be P. Let the value of the increase 
in imports cf raw materials and unfinished goods that accompanies 
the employment of each additional man be R. For the sake of 
simplicity it will be assumed that W and P are the same for 
both primary and secondary employment. 

Let the employment of each additional man involve a net 
increase in the rate of expenditure on home-produced consumption- 
goods of mW out of his wages and of nP out of the addition to 
profits with which his employment is associated. Then the total 
increase in the rate of expenditure on home-produced consumption- 
goods is 

mW + nP. 
The direct result is a further addition to the volume of employ- 
ment * of amount 
mW + nP 
W+P+R 
W+P+R W+P+R 
It follows that for each man placed in primary employment, the 
number who receive secondary employment is 


= k(say) men. (1) 


k+h4+h4+... 
And the ratio of secondary employment to primary employment is 
k 


1 Seo p. 186. 

2 I am here considering the position in the final position of equilibrium when 
everything has settled down. But some time will, of course, elapse between the — 
point when the primary employment begins and the point when the secondary 
employment reaches its full dimensions, because wages and profits are not spent 
quite as soon as they are earned. I do not enter into the question of this time- 


lag. 
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Let the expenditure of an unemployed man (the “ dole ’’) be 
U, and let a proportion m’ of the increase that takes place in his 
income when he becomes employed be devoted to home-produced 
consumption-goods. 

Then m'(W — U) = mW; 


or m = m'(1 — 


It can be seen that, for every man put to work on the roads, the 
volume of secondary employment is great to the extent that the 
dole forms only a small proportion of a full wage, to the extent 
that a man who becomes employed devotes a large proportion of 
the increase in his income to home-produced goods, to the extent 
that a large proportion of any addition to profits that accompanies 
increased output is spent on home-produced consumption-goods, 
and to the extent that increased production necessitates the 
import of only a small proportion of raw materials. The more a 
country approximates to a closed system and the smaller the 
dole in relation to a full wage, the greater is the ratio of secondary 
to primary employment. Now the United States constitute a 
better approximation to a closed system than do most countries 
and the ratio of the income of an unemployed American to that 
of an employed American is notoriously small. It may be 
expected, therefore, that the ratio of secondary to primary 
employment is a good deal larger in the United States than in 
most other countries.1_ A perfectly closed system, to go one 
step further, is the world as a whole. It follows, as is indeed 
quite obvious, that an international policy of “ public works ” 
would be far more efficacious from the point of view of each 
separate country than a purely local policy. Finally, as a limiting 
case, it may be instructive to contemplate a closed system in 
which there is no dole,? and in which any increase in profits that 
accompanies an increase of output is either negligible in amount 
or devoted entirely to consumption. One man put to work on 
the roads would then place all the remainder of the unemployed 
into secondary employment. 


1 The argument, can, of course, be reversed to deal with the secondary 
unemployment that accompanies primary unemployment due to a decrease in 
the rate of investment. A slump in the rate of investment spread evenly all 
over the world would fall more heavily in those regions, like the United States, 
where the dole is relatively low than in those regions, like this country, where the 
dole is relatively high. 

2 Or in which any saving on the dole results in an equal increase of expenditure 
on consumption on the part of taxpayers, etc. (see p. 176). 

3 For a general statement of this possibility, to cover the case when supply 
is not perfectly elastic, see p. 189 below. 
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It is a matter of considerable difficulty to make exact, or 
even at all approximate, estimates of the various quantities con- 
tained in the above equations. But it is hoped that, until more 
precise investigation can be undertaken, the following figures ? 
will help to convey some idea of the orders of magnitude that 
are concerned for the case of this country at the present 
time. 

I shall assume in the first place that the cost of imported raw 
materials and unfinished goods entering into the addition to output 
that is associated with increased employment constitutes ;'y of 


the retail price of the extra product. In other words, WHEER 
is supposed to be ,';. I shall then assume that wore +R 


(the ratio of marginal wages cost to the price of the product) is 
yo and that WEPER is 

It also seems reasonable to suppose that when a man becomes 
employed, 3 of the increase in his income is devoted to imported 
finished goods (excluding the costs of transport and distribution, 
payment for which is to be regarded as expenditure on home- 
produced goods). In other words, I put m’ equal to §. 

The estimate of the ratio of the “ dole ” to a full wage involves 
some consideration of the type of man who will be drawn into 
employment by a policy of the kind that is under consideration. 
It seems probable that a moderate addition to the ranks of the 
employed would be recruited mainly from the younger of the 
unemployed, whose families are of less than the average size. 


It may perhaps be concluded that o is rather less than }. 


There remains only the quantity n, but here assessment is 
largely a matter of guess-work. The best that I can do is to 
suggest that it would be extremely unreasonable to suppose that 
as small a proportion as } of any increase that took place in the 
rate of business men’s earnings? would be devoted to home- 
produced consumption-goods. 

The following table is intended to indicate how the value 
of the ratio of secondary to primary employment, given in 


1 They are based, for the most part, on statistical material that has been 
placed at my disposal by Mr. Colin G. Clark, to whom I should like to express — 
my great gratitude. But the responsibility for the statistical conclusions that 
I have attempted to derive from this material rests entirely with me. 

2 The part played by the earnings of small shopkeepers, poor shareholders, 
etc. is not to be overlooked. 
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the last column, depends on the values that are adopted for 


U 
— 
WwW and n. 
U (1 k k 
Ww m=m\"— WwW!) | (by equation (1)) 
3 3 10 a... 29 _ 
7 4 21 60 —— 
3 10 7 _ 
7 3 21 15 ie? 
1 1 5 AT 47 _ 64 
2 2 12 120 73 
1 1 5 43 43 _ 56 
2 3 12 120 77 


The first row of figures is possibly on the liberal side, as supplying 
an estimate of the ratio of secondary to primary employment, but 
it seems very much more certain that the last row is on the con- 
servative side. If we were to suppose that in actual fact the 
ratio is 3, we might, it may perhaps be suggested, be erring in the 
direction of under-statement. 


XII 


The next step is to make an allowance for the fact that supply 
is not perfectly elastic. Under the conditions that prevail at 
the moment it seems reasonable to suppose that the short-period 
elasticity of supply is not less than 4, 7.e. that a 4 per cent. increase 
in the domestic output of consumption-goods would be accom- 
panied by a rise in prices to the ultimate consumer of less than 
1 per cent. It is now necessary to make an estimate of the 
elasticity of demand for these goods. If people’s expenditure on 
consumption-goods does not alter when their price-level is raised, 
the elasticity of demand for them is unity. But actually it seems 
probable that people would spend rather more on consumption, 
and save less, if prices were to rise. To the extent that they 
would do so, the elasticity of demand is less than unity. On the 
other hand, many classes of consumption-goods meet with foreign 
competition, either abroad, in the case of exports, or in the 
domestic market itself, and for them the demand may easily be 
elastic rather than inelastic.1 Setting one consideration against 
the other and assessing each so far as it is possible to do so, I 
suggest that the demand for home-produced consumption-goods 


1 But the tendency of foreign competition to increase the aggregate elasticity 
of demand for our goods is offset to some small extent by the rise that takes 
place in the foreigners’ demand curve as a result of the expansion in our imports. 
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is likely to be inelastic rather than elastic, provided that small 
changes are under consideration. Let us suppose that the elas- 
ticity is unity. A 1 per cent. rise in prices would then, taken 
by itself, be responsible for a 1 per cent. contraction of con- 
sumption, and consequently of output. But we are supposing 
that a 1 per cent. rise in prices would be accompanied by an 
increase in output of at least 4 per cent. It would appear 
then that when the output of consumption-goods expands by 
4 per cent., the extra expansion that would have taken place 
if there had been no rise in prices would have been less than 1 per 
cent.—and the total expansion would then have been less than 
5 per cent. It may be concluded, on the basis of the assumptions 
that have been made, that the fact that supply is not perfectly 
elastic necessitates a reduction of the estimate of secondary 
employment of the last section by less than }. Such a ‘small 
alteration is, of course, negligible. 

But even this conclusion is unduly conservative.t_ It com- 
pletely overlooks the fact that a rise in prices is the cause 
of an increase in profits and that part of these increased 
profits is likely to be spent on home-produced consumption- 
goods. It can easily be seen that if the whole of the increase 
in profits that is the direct result of higher prices were 
spent on home-produced consumption-goods, then, on the basis 
of an elasticity of demand of unity, output would be precisely 
the same as though there were no rise in prices at all. And if 
the demand for consumption-goods has an elasticity less than 
unity, then the same assumption leads to the conclusion that the 
rise in prices actually causes the output to be greater than it 
would be if there were no rise in prices. The less elastic the 
supply, the greater would be the secondary employment! This 
last result is mentioned here mainly as a curiosum—it is unlikely 
in practice that a sufficient proportion of the increase in profits 
that results from a higher level of prices would be devoted to 
home-produced consumption-goods—but the theoretical possi- 
bility of its occurring is worth emphasising. 


XIII 


Let us return for a moment to the case, worked out in section 
XI, in which supply is supposed to be perfectly elastic. If N 


1 This section, and a considerable portion of the rest of the article, is largely — 
the result of the co-operation that I have received from Mr. J. E. Meade of 
Hertford College, Oxford. I must content myself with a general acknowledg- 
ment, but it will, I hope, be clear that my treatment is fundamentally based 
on work of Mr. Meade’s that is as yet unpublished. 
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men are placed in primary employment, the total increase in 
employment is, by equation (2), 
k N 
Nl 

For each man placed in employment the saving on the dole is U, 
the increase in imports of raw materials and unfinished goods is 
R in value, the increased imports of finished goods that result 
from the newly-employed man’s expenditure are (1 — m’)(W — U) 
in value, and the sum of the increase in unspent profits and of 
the increase in imports of finished goods to which the newly- 
accruing profits are devoted is (1 — )P. The total sum of these 
items is 


U +R 4 (1 — m’) (W — UV) + (1 — n)P 
=W+P+R— (mW + nP), by equation (3) 
= (W+P+R) (1 —&), by equation (1). 
But we have seen that if N men are placed in primary employ- 


ment, the total increase in employment is a It follows that 


the sum of these items is N(W + P + R), which is precisely the 
value of the product of the primary employment, 1.e. the cost 
to the State of the roads. 

We have then the following relation :— 

Cost of investment = saving on dole + increase in imports 
+ increase in unspent profits. 
The last head comprises: that part of the increase in profits that 
is devoted neither to home-produced consumption-goods nor to 
imported goods. 

Now this relation, far from being the logical consequence of 
summing an infinite geometrical progression, is in reality self- 
evident in nature and is merely a particular case of a general 
relation, due to Mr. J. E. Meade, that covers the case when supply 
is not perfectly elastic, so that prices rise when employment 
increases. This general relation is a derivative form of Mr. 
Keynes’ formula for profits.1 In its most general form Mr. 
Meade’s relation runs as follows :— 

Cost of investment = saving on dole + increase in excess of 
imports over exports + increase in unspent profits — 
diminution in rate of saving due to rise in prices. 


1 It is to be noted that the word profits is here being employed in the ordinary 
sense of the difference between business men’s receipts and their outgoings, and 
not in the sense in which Mr Keynes employs the word. But it is clear that 
Mr. Meade’s relation is merely a special statement of Mr. Keynes’ general proposi- 
tion that “ profits ” are equal to the difference between investment and savings. 
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In this equation the second term on the right-hand side includes 
both the effect of increased employment in causing an increase 
in the volume of imports of consumption-goods and of raw 
materials and the effect of higher prices in causing an increase 
of imports and a reduction of exports. The third term com- 
prises the unspent portion (i.e. spent neither on home-produced 
consumption-goods nor on imported goods) of the profits that 
emerge as a result both of greater output and of higher prices. 
And the fourth term allows for the increase in people’s expenditure 
that may result when prices go up. 

The relation can be deduced in an a priori kind of way by 
considering that money paid out by the Government to the 
builders of roads continues to be passed on from hand to hand 
until it reaches one of the culs-de-sac indicated by the various 
terms on the right-hand side of the equation. By utilising it as a 
basis, it should be possible to deduce a formula for the ratio of 
secondary to primary employment that is applicable whatever 
may be the elasticity of supply of consumption-goods. 

This relation should bring immediate relief and consolation 
to those who are worried about the monetary sources that are 
available to meet the cost of the roads. The increase in the 
excess of imports over exports is equal, if gold is not flowing at 
an appreciable rate, to the reduction in foreign lending. So that 
if one is looking for sources outside the banking system, they are 
available to precisely the right extent. The cost of the roads is 
equal to the saving on the dole plus the reduction in foreign 
lending plus the increase in unspent profits minus the reduction 
in the rate of saving.} 

In a closed system, such as the world as a whole, the 
second term of Mr. Meade’s relation is ex hypothesi zero. If, in 
such a closed system, there were no dole (i.e. the unemployed lived 
on air) and the newly-accruing profits were devoted in their 
entirety to consumption,? the ratio of secondary to primary 


1 There are some who maintain that if a tariff causes an increase of foreign 
lending, lending at home must necessarily be contracted in an equal degree. 
Without entering at all into the question of the general validity of their point 
of view, it would appear possible to defeat them on their own ground by using an 
argument precisely analogous to the argument of the text. For if a tariff is 
successful in causing an increase in foreign investment, funds will be released, 
and will—if one likes to think of it in that kind of way—be available for foreign 
lending, to an extent exactly equal to the increase in foreign investment—just 
as the building of roads (home investment) releases funds exactly equal to their . 
cost. 

2 Or, more accurately, if the newly-accruing profits remained unspent at a 
rate equal to or less than the rate at which savings are diminished as a result of 
the rise in prices. 

No. 162.—voL. XLI. 
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employment would be infinite. No matter how small the elas- 
ticity of supply of consumption-goods, ‘‘ one man put to work 
on the roads would then place all the remainder of the unemployed 
into secondary employment.” Such a system would, of course, 
be unstable. A small decrease in the rate of investment would 
result in everybody becoming unemployed.} 


XIV 


I turn now to the question of the quantitative importance of 
the saving on the dole. Mr. Meade’s relation tells us that it falls 
short of the total cost of the roads by an amount equal to the 
increase in the excess of imports over exports plus the increase 
in unspent profits minus the diminution in the rate of saving that 
may be brought about by the rise in prices. In a closed system 
there can be no change in exports or imports, and if only the 
increase in unspent profits were less than the diminution in the 


1 It may, finally, be of interest to notice how Mr. Meade’s methods can be 
applied to deal with the controversy that is at present raging as to the effect on 
a country’s exports of a reduction in its imports. If there is no change in the 
rate of home investment, either in this country or in the rest of the world, the 
effect of a tariff on this country’s imports can be represented as follows. (For 
the sake of simplicity the effect of an alteration in prices on the rate of saving is 
omitted. It can easily be brought in if its presence is desired.) For this country : 


Decrease in excess of imports over exports = saving on dole + increase in 
unspent profits. 
For the rest of the world (considered as a single country) : 
Decrease in excess of exports over imports = loss on dole + diminution in 
unspent profits. 

If it were supposed that in the rest of the world there is no “ dole ” (i.e. the 
unemployed live on air) and that business men reduce their expenditure on con- 
sumption to the full amount of any reduction in their profits, then it would be 
quite true that our tariff would cause such a large reduction in the foreigner’s 
volume of output and employment that his purchases from us would fall by an 
amount precisely equal to the reduction of our imports. Exports then would 
pay for imports, even under those short-period conditions that underlie the 
argument. But this conclusion depends essentially on assumptions of an extra- 
ordinary degree of absurdity; and an examination of the actual conditions that 
prevail would, it may be supposed, lead to a result of an entirely different order 
of magnitude. Moreover, if we are to make absurd assumptions, it is hard to see 
why this country should not be allowed to participate. Let us therefore suppose 
that, in this country also, there is no dole and that business men devote to con- 
sumption the whole of any increase in their profits. Then it would follow from 
the above equation that the imposition of a tariff would cause such a large 
increase in the volume of our output and employment that (leaving on one side, 
as irrelevant to the present argument, the effect on our exports of a rise in their 
price, as opposed to that of a fall in the foreigner’s demand curve) our imports 
would not contract at all in the aggregate. We might import less manufactured 
goods, but we should import more food and raw materials. Exports would pay 
for imports—yes, but a tariff would cause no net reduction in our imports. 
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rate of saving, the saving on the dole would more than cover the 
cost of the roads. Now the world is a closed system. It follows 
that an international policy of digging holes and filling them up 
again would result in a net gain to the united treasuries of the 
world, provided only that business men could be persuaded to 
be sufficiently spendthrift with the additions to their profits which 
such a policy would secure for them. Such a hope is almost 
certainly a vain one. But no account has been taken of the 
increase in the yield of taxation that would accompany an expan- 
sion of output and of employment. If the treasuries of the world 
were to gain as increased revenue an amount equal to the excess 
of the increase in unspent profits over the diminution in savings, 
the promotion, on an international scale, of perfectly useless 
“ public works ” would still be profitable, even from a narrow 
budgetary point of view. We are probably still a little way off 
reality—but can it be so very far? 

To consider international action of this kind is~ perhaps 
a little premature. More interesting is the question of the cost 
that this country would be involved in if it were to act alone. 
Part of the benefit without any of the cost would then accrue to 
other countries. To the internationally minded this should not 
be an objection—indeed this is one of the main respects in which 
the stimulation of home investment is superior to the stimulation 
of foreign investment. Moreover, the adoption of a policy of this 
kind by this country would, by the force of example, induce 
other countries to adopt similar policies, in whose benefits we 
should then take a share. But I am content to consider the 
case where this country acts alone and where the benefits received 
by the rest of the world are left out of account. It follows from 
Mr. Meade’s relation that under conditions in which in a closed 
system the building of roads would just be a sound proposition 
(from the narrow budgetary point of view), the national debt, if 
a single country acts alone, will be raised by the value of the 
increase in imports (and reduction in exports) which the building 
of roads will bring about. 


XV 


But let us consider the saving on the dole in the case of this 
country in concrete terms. Let it be supposed that expenditure 
on road-building and other forms of home investment increases 
by £50 million per annum. The primary employment can then 
be supposed to amount to 250,000 and, on the basis of a ratio of 


?, the secondary employment will be 187,500—to make quite 
02 
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certain let us call it 150,000,1 so that the total employment will 
be 400,000. If the dole amounts on the average only to 25s. a 
week, the saving to the Unemployment Insurance Fund will be 
£25 million per annum, which is just half the total cost. This 
£25 million the Exchequer can then afford to contribute out of its 
own resources—that is to say, out of the Sinking Fund in so far 
as the saving on the dole diminishes the rate at which the Insur- 
ance Fund is getting into debt, and out of the ordinary budget to 
the extent that the saving is in respect to the cost of transitional 
benefit. 

We still have to allow for the increase in the yield of taxation. 
For each man who is put into employment the money-income of 
the community increases by considerably more than £120 per 
annum (say in the form of profits £30 plus such increase in the 
value of output as a whole that takes place as the result of the rise 
in prices, and £90 as the difference between the wage and the dole). 
It seems reasonable to suppose that of this amount at least £15 
will be paid to the Exchequer in the form of taxation. It follows 
that if employment is increased by 400,000, the revenue will 
expand by £6 million—and clearly this is an extremely conservative 
estimate. 

At any rate it would appear safe to conclude that the Exchequer 
would actually reap a net gain if it were to subsidise capital 
investment to the extent of one-half the capital sum involved. A 
necessary condition is, of course, that the work would not be 
undertaken if no subsidy were forthcoming. This condition 
severely restricts the field over which subsidies to investment 
are applicable. But even if the Treasury were to confine itself 
to railway companies and local authorities, it might reasonably 
be expected that the payment of subsidies of one-half of the 
capital cost would induce a very substantial increase in the rate 
of investment. 

Let us now take the case where the whole cost is borne by the 
State. Let us suppose that the Government, national and local, 
spends the £50 million per annum for three years, at the end of 
which time conditions may be imagined to have improved. Then 
if a saving of only one-half is allowed for, the addition to the 
national debt (including the debt of local authorities) will be 
£75 million, which, at an average rate of interest of 34 per cent., 
amounts to an annual charge in perpetuity of a little over £2} 
million, or about ,!; per cent. of the present national income and 


1 This is what the secondary employment would be if the ratio of secondary 
to primary employment were only 3. 
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i per cent. of the revenue raised by taxation. For this, 400,000 
men are put into employment for three years and £150 million, 
equal in money-value to about ? per cent. of the national capital, 
are spent on capital works. To suppose that the consequent 
increase in efficiency could lead to an automatic expansion in the 
yield of taxation equal to the whole of this interest charge of £2} 
million would be quite unjustifiable—particularly when account 
is taken of the reduction in foreign investment thai is associated 
with this increase in home investment—but the increase of 
efficiency should certainly be taken into account if one wants to 
consider how a policy of public works at the present time would 
affect the budgetary problems of the future. 

I turn now from the budgetary to the national standpoint. 
At first sight the natural line of approach might appear to be to 
regard the increase of £2} million in the interest payable on the 
national debt as a burden on posterity and to measure against 
it the increase in their national income that weuld result from 
£150 million having been spent in the past on schemes of 
a greater or less degree of permanent utility and from 400,000 
men having been given work to do for three years instead of 
having lived in idleness. If this view were correct, it would be 
sufficient to show that the national income of posterity would be 
increased by at least £2} million as a result of this expenditure 
of £150 million, and then the policy would be fully justified 
without taking into account any of the benefits that it would 
confer on the present generation. 


XVI 


But this view is, of course, fallacious. The payment of 
interest on the internal debt is not a burden in the real sense of 
the term—it is a case of transfer expenditure. It is only if the 
policy results in a reduction of posterity’s income that it can be 
said to inflict a real burden. The only respect in which such a 
burden can be inflicted is as a result of the reduction in foreign 
investment that results from the policy. The expenditure 
of £50 million per annum for three years might reduce our 
annual balance of trade by, say, £20 million per annum, re- 
sulting in a total diminution of our foreign investment of £60 
million. The loss of interest from abroad on this £60 million 
represents, taken by itself, a real burden on posterity. But 
against it has to be set the benefits that will be permanently 
derived by increasing the national equipment at a cost of £150 
million and by rescuing 400,000 men for three years from the 
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deteriorating influences of involuntary idleness. It can scarcely 
be doubted that posterity would inherit an asset rather than a 
liability as a result of such a policy as we are considering. 

But even if there were a net real burden on posterity, it would 
still remain to set against its discounted value the benefit that 
would be derived by the present generation. Here the problem 
is a simple one, at any rate so long as the community is regarded 
as a single entity. The aggregate consumption of the community 
is necessarily increased as a result of a policy of “‘ road-building,”’ 
for both the production and the importing of consumption-goods 
are stimulated. This increase in consumption is a measure of 
the benefit received by the present generation. 

And so long as the building of roads does not involve any 
diversion of resources away from the production of consumption- 
goods, it will continue to add to the rate of aggregate consumption 
of the community. Provided then that it does not result in an 
actual decrease in the rate of accumulation of capital, material 
and immaterial, i.e. provided that the benefit conferred at home 
is greater than the loss in respect to foreign investment, as it 
almost certainly would be—there would appear to be no limit to 
the period of time during which it would be desirable to continue 
this policy of public works, except the very important one imposed 
by the condition that the factors of production employed in 
building the roads would, if the roads were not being built, remain 
unemployed. 

But this conclusion reaches too far. The progressive increase 
in the rate of taxation that is necessitated when the national 
debt increases faster than the national income only fails to involve 
any real burden on the community as a whole if its ‘‘ announce- 
ment ”’ aspects can be neglected. As the rate of taxation becomes 
higher and higher, the “announcement ”’ effects become more 
and more serious—and it is on these lines that one would have to 
assess the undesirability of progressively increasing the national 
debt or of permanently retarding its liquidation. 

So far we have considered the community as a whole. It 
remains to say a word about the effect of road-building, while 
the roads are being built, on the real incomes of the various 
constituent classes of the community. There are two classes 
whose real incomes are certainly increased—the newly employed 
and the business class—and, to the extent that prices rise, there 
are two classes whose real incomes are diminished—those who 
were already fully employed and the rentier class. It has already 
been said that the real income of the community as a whole is 
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increased. But of more interest is the effect on the real income 
of wage-earners as a whole, taking employed and unemployed 
together. 

This involves the question of the rise in prices that would 
accompany an increase in employment. Under the conditions 
that rule at present it seems certain that if 400,000 were put 
into employment, primary and secondary, the real value of the 
aggregate income (wages plus dole) of the wage-earning class 
would increase. But under conditions in which the supply of 
consumption-goods were considerably less elastic than it is likely 
to be to-day it is quite possible that an increase of employment, 
brought about in this kind of way, would entail a reduction of 
the real value of wage-earners’ aggregate income. But even then 
it would not necessarily follow that it would be contrary to the 
interests of wage-earners as a class for a policy of national invest- 
ment to be adopted. It is too often forgotten that the main 
purpose of schemes of this kind is to reduce unemployment, and 
that unemployment does not fail to be an evil when its persistence 
involves a higher real income to the wage-earning class than 
would otherwise be obtainable. If this were not so, it might 
often be in the interests of wage-earners to advocate steps that 
would still further increase unemployment. But unemployment 
is an evil in itself, it is an evil on account of the maldistribution of 
the wage-earners’ aggregate income that it usually causes, and it 
is an evil, together with the depression of the industrial system 
with which it is generally associated, on account of its effect in 
retarding the rate of economic progress. 


XVII 


It is necessary, finally, to turn to the effect on the foreign 
exchanges of an increase in the rate of home investment. In- 
creased employment means increased imports of raw materials 
and finished goods and, to the extent that prices rise, there is a 
further increase of imports and a decrease of exports. 

The result is that the net amount lent abroad by this country 
has to be reduced. It has been suggested above that the employ- 
ment of 400,000 men mighi mean a reduction in the balance 
available for foreign lending of £20 million per annum. Unless 
other factors are brought into operation, this reduction in 
lending has to be effected by a rise in the various rates of interest. . 
If other things remain equal, there ensues some decrease in the 
home investment that flows along normal channels, and this 
partially offsets the increase in investment that takes the form 
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of road-building. It is important to assess the magnitude of this 
counteracting effect. Two factors are involved :—(a) the sensi- 
tivity of foreign lending to the rate of interest, and (6) the sensi- 
tivity of home investment to the rate of interest. It seems 
reasonable to suppose that, provided that the change that is 
under consideration is a fairly small one, the sensitivity of foreign 
lending to a rise in the rate of interest is considerably larger than 
the sensitivity of home investment. Moreover, under the con- 
ditions that prevail in this country at the present time, an increase 
in home investment, in the form of road-building, provided it is 
not undertaken on too large a scale, will result in a considerably 
smaller diminution in the amount available for lending abroad. 
It may therefore be concluded that it is not necessary to make 
any substantial deduction in respect to the effect of the rise in 
the rate of interest. 

But if an attempt is made to increase home investment by a 
very considerable amount, the reduction in foreign lending is 
likely to be relatively greater—because a less elastic portion of 
the supply curve for consumption-goods will now come into opera- 
tion and because the demand for goods that meet with foreign 
competition is likely to become more elastic as their price is 
raised.1 It also seems likely that the sensitivity of home invest- 
ment to a rise in the rate of interest becomes greater as the extent 
of the rise in the rate of interest is increased. It may, therefore, 
be concluded that the case of an extremely bold policy of road- 
building might necessitate more serious consideration of the 
effects of the rise in the rate of interest on home investment. 
But even then it must not be forgotten that the whole point of a 
policy of public works is that it enables an increase in the rate 
of home investment to take place without that fall in the rate 
of interest that would be necessary if we were relying on private 
enterprise. The fact that it necessitates some rise in the rate of 
interest is not in itself a valid objection. 

But there are available, of course, methods for curtailing, 
partially or completely, the necessity for this rise in the rate of 
interest. In the first place, there are the various devices that 
could be employed with the object of restricting the freedom of 
foreign lending. Secondly, there is the possibility of combining 

1 On the other hand, the ratio of secondary to primary employment is likely 
to be less and, therefore, the ratio of the increase in employment (to which a 
portion of the increase in imports is directly proportional) to the cost of the roads 
is likely to be less. It follows that the reduction in foreign lending may be 
relatively less when many roads are being built than when only a few roads are 
being built. 


| 
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a vigorous policy of home development with the imposition of a 
tariff. By combining the two measures in suitable proportions, 
it would be possible to maintain the value of imports at its present 
level. In this way each would be freed of one of the main 
objections that can be raised against it. The strain inflicted by 
road-building on the foreign exchanges would very largely dis- 
appear and the tariff would fail to impoverish our customers. 

So far it has been supposed that a policy of national invest- 
ment has no influence on the schedules of people’s desire and 
ability to carry on investment at home and to lend abroad. This 
is a manifestly unwarranted supposition, but two opposing forces 
have to be reckoned with, and it is not at all clear where the 
issue lies. 

An increase of output, and of the margin of profit that goes 
with it, cannot, taken by themselves, fail both to increase the 
attractiveness and to facilitate the process of investment at home. 
It is quite obvious that this effect is of great quantitative import- 
ance. If there were no opposing forces in operation, it might 
easily happen that, in spite of the rise in the rate of interest, the 
ordinary processes of home investment would be promoted rather 
than retarded by a policy of public works. 

This supposes that the state of general confidence is not 
affected. There is strong justification for concluding on a priori 
grounds that the inauguration of an active economic policy 
would promote confidence rather than upset it. But this is not 
a valid reason for disbelieving the warning, so frequently put 
forward at the present time, that an extensive policy of public 
works would promote a feeling of distrust. For the state of con- 
fidence is a function of what people are thinking, even though 
their thinking may be completely irrational, and therefore only 
those who are in touch with the minds of the people are competent 
to pass judgment on this question. 

A lowering of confidence may operate in two ways. It may, 
in the first place, reduce people’s willingness or ability to carry 
on real investment at home. But also of great importance is its 
effect in increasing people’s desire to hold their money abroad 
rather than at home. To the extent of the increased pressure to 
lend abroad, to which the phrase “flight from the pound ’”’ is 
often employed to give exaggerated prominence, the rise in the 
rate of interest that is necessary to protect the exchanges becomes — 
greater, and its depressing influence on the rate of home invest- 
ment also becomes greater. 

But it is very difficult to believe that the dangers are as great 
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as is often suggested. There can be no doubt that close contact 
with men of affairs must lead further towards a realisation of 
these dangers than can a priori reasoning. The only question is 
whether it may not lead too far. When a practical man declares 
that a policy of national development would result in a “ flight 
from the pound,” his judgment is really valuable only if he means 
that he himself would fly from the pound—and if he really would 
undertake the flight when the occasion arose. But too often the 
economic theory held by the business man bears little relation to 
his own practices—it is only if the practices of himself and of 
others like him were different from what they are that their 
theories could be correct. When a business man’s theory involves 
a hypothesis about men’s behaviour to which his own individual 
~ eonduct fails to conform, he cannot be regarded as a very much 
sounder judge than the theoretical economist. 
R. F. Kaun 
King’s College, 
Cambridge. 


MARSHALL’S TIME ANALYSIS 


As early as 1881 Marshall was conscious of difficulties in 
economics because events are not continuous in time. He would 
write of normal results in order to meet the problem, but 
“ admitted that there are several difficulties in the way of a precise 
definition of the period of time to which normal results 
apply ...”1 The difficulties were not seriously grappled with 
until the publication of the Principles, which is marked in its 
successive editions by an increasing concern with the time 
problem. Neo-Marshallian thought in England has absorbed 
Marshall’s main division between long and short periods, although 
it is not unconscious of the imperfections in the analysis? 

Unnecessary difficulties exist in Marshall because he also 
stressed the continuity of time in nature and considered that the 
construction of time divisions to achieve logical precision involved 
loss of touch with real life. There is confusion here because he 
temporarily overlooks the fact that the time problem arises from 
the discontinuity of economic events in time. The confusion 
worried him, because it was continually turning his mind towards 
the conflict between theoretical construction and the applicability 
of theory to “ practical life.” An appeal to analogy in physics, 
where time is often measured in terms of operations other than the 
rotation of the earth on its axis, would have made clear the 
relation of the tool which Marshall was forging, to Nature’s con- 
tinuous time. When he distinguished long and short periods he 
was not using clock-time as his criterion, but ‘‘ operational ” 
time, in terms of the economic forces at work. Supply forces 
were given the major attention, and a time was long or short 
according as it involved modifiability or fixity in some chosen 

1 Economics of Industry, second edition, p. vii. 

2 Cf. Memorials of Alfred Marshall, pp. 43 and 417; and Edgworth, Papers, vol. 


II, p. 215. 

3 Professor Robbins is wrong (Economic JourRNAL, 1930, p. 200 note) in 
suspecting me of ‘‘ the opinion that the aversion from heroic abstraction was a 
virtue in Marshall in that it made his constructions more realistic.”” My thesis 
in “‘ Die Quasirente in Marshalls Lehrgebiude ” (Archiv fiir Sozialwissenschaftund » 
Sozialpolitik, Bd. 60, H. 2.) was, in fact, the necessity of ignoring the confusing 
references to the surplus aspect of rent in order to get a logical interpretation of 
Marshall’s doctrine of quasi-rent. 

4 Cf. P. W. Bridgman, The Logic of Modern Physics, 1927, pp. 69 ff. 
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forces on the supply side. The greater the modifiability of the 
supply forces the longer the period of time under discussion, 
irrespective of the length in clock-time. 

Thus the fundamental idea is a very simple classificatory 
device. Yet Marshall was continually led into confusion, by 
making indefinite allusions to the continuity of clock-time, and was 
even driven to assert that the occasions when it is necessary to 
separate long and short periods sharply are “‘ neither frequent nor 
important.”1 The use he makes of the tool, however, shows that 
short and long periods are necessarily divided by definition, since 
all periods are short during which changes in the supply of factors 
of production cannot exert a direct influence upon prices of com- 
modities; and periods are long per contra which exhibit this 
direct influence. The distinction may vary, because different 
assumptions may be made with respect to what is included in 
‘factors of production.” In this sense short and long periods 
may “shade into one another,” but the shading has nothing to do 
with the continuity of time in Nature. The device is directly 
connected with the method of abstraction which is, according to 
Marshall, a part of the method of this as of other sciences. In 
fact it may be said to be an example of the bit-at-a-time method, 
which isolates forces by assuming that other forces whose effects 
follow more slowly are non-existent. 

The various editions of the Principles abound in false leads 
traceable to this time confusion. It was the reappearance of the 
idea of continuity in clock-time that brought Marshall to the 
concept of the stationary state. The latter is less prominent than 
what he liked to call the ‘“‘ statical method ”; he does not discuss 
explicitly the relation of either to the bit-at-a-time method in 
general, or to the time analysis in particular, but since the relation 
is close, it will receive considerable attention in the following 
exegesis.” 


I 


A famous footnote * introduces the stationary state. After 
asserting that the varying lengths in clock-time of a long period 
prevent ‘ any rigid division being made between long and short 


1 Principles, first edition, p. 416. 

2 T have substantially collated all the editions of the Principles, for this and 
other purposes, and I find the comparison illuminating. Many changes are only 
in schemata, and not important for the exegesist; but they would be most 
troublesome if Professor Robbins’ excellent suggestion of a variorum edition were 
pursued. 

3 Principles, first edition, p. 416. 
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periods,” Marshall adds, “in fact a theoretically perfect long 
period must give time enough to enable not only the factors of 
production of the commodity to be adjusted to the demand, but 
also the factors of production of these factors . . .” ad infinitum. 
“* And when carried to its logical consequences, this will be found 
to involve the supposition of a stationary state in industry.” 
No comment is added, and we are left to surmise the significance 
of these “‘ logical consequences’ for Marshall’s time analysis. 
Yet it is clear that Marshall’s own analysis need not be pushed to 
such a logical extreme. The same kind of criterion which dis- 
tinguishes short from long may be used to distinguish long from 
longer periods. A selection may be made among the forces so as 
to exclude from consideration changes in factors of production 
beyond the first order. 

This may explain why Marshall insisted upon the difference 
between his and Clark’s analysis. It is easier to reason about 
a stationary state than about an approximation to-a theoretically 
long period; the assumption initially of a broad range of fixed 
conditions annihilates a great part of the Marshallian analysis, 
and achieves immediately even less approximation to real life. 
The useful part of the stationary state hypothesis comes with the 
introduction of relaxing, disintegrating assumptions. With the 
first relaxation a relatively small area is isolated, which can be 
concentrated upon. Marshall would arrive at his small isolated 
problem directly without first setting up the hypothetical mam- 
moth; and he might never build up his shorter or longer period 
analysis into a theoretically perfect long period. Hence there 
was some point in his emphasising his static method against Clark’s 
static state, while at the same time admitting that fundamentally 
they might amount to the same thing.2 There may be important 
differences in consequence of using the methods. The employ- 
ment of the “ static state ’” constitutes a real temptation to dwell 
unwisely upon the action and reaction within a mighty fiction— 


1 Mr. Harrod has stated this point differently. He would take a definite 
length of time, s, and classify “‘ short-period supplementary costs . . . into thdse 
which are prime and those which are supplementary relatively to s ”’ (ECONOMIC 
JOURNAL, 1930, p. 236). Since s is arbitrarily chosen, prime and supplementary 
relative to it will depend upon the modifiability of the supply of the various 
factors of production in the time s. But also the “ short-period supplementary 
costs ’? decomposed with reference to s depend for their attribute “‘ supplemen- 
tary ” upon the modifiability of supply in some other interval of time. The 
operation is being performed twice over, and the significance of s is that of a base 
line. 

2 Memorials, p. 415. And see especially the most illuminating note in the 
preface of the fifth edition of the Principles, p. xii. 
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to indulge in Gedankenspielerei; whereas Marshall’s method of 
dissection must pass, step by step, his scrutiny of real life, making 
it difficult to accumulate cobwebs. 

It is true Marshall could not put the stationary state concept 
wholly behind him. He suggested in the first edition that the 
supposition of an “‘ almost stationary state” is the best intro- 
duction to distribution and exchange.! Actually, little or no use 
is made of the suggestion, and in the second edition the idea is 
dropped. But while the concept lost ground in Book VI, it gained 
in Book V, where it was used in connection with a new discussion 
of average and aggregate expenses of production.? In the real 
world, where conditions are changing, “‘ average ” or “‘ aggregate ”’ 
expenses of production have no exact and definite meaning. The 
reason is that the values of appliances of production (and therefore 
the costs relative to them) cannot be taken for granted without 
reasoning in a circle. Yet the concept may be used for special 
purposes “ with an artificial interpretation clause.” The only 
example given is the case of a stationary state—this time “ per- 
fectly stationary.” There, knowledge and prediction would be 
perfect, expectations would always be realised, costs would be all 
direct and definite, and time would bring no problems. 

It is difficult to discern “‘ the many points in economics ” 
which are usefully illustrated by the hypothesis of such a stationary 
state. No explicit statement is forthcoming from Marshall. At 
the most the purpose would seem to be the negative one of showing 
that things are not so simple when different events occur with the 
passage of time. In fact a pretty summary rejection of the device 
is implied when Marshall objects that “it is the nature of such 
hypotheses to be treacherous guides if pursued far away from their 
starting-point ; they soon lead us into a region of unreal abstrac- 
tions, and, in particular, this one is not suitable for that part of the 
pure theory of equilibrium of normal demand and supply .. . 
which relates to industries that obey the Law of Increasing 
Return...’ 


1 First edition, p. 540. 

2 Second edition, pp. 480 ff., and third edition, pp. 500 ff. Marshall says 
(second edition, p. 480) that the preceding chapters have thrown some light on the 
relation of normal supply price to “‘ so-called ‘ average ’ expenses of production ”’ ; 
but I can find no explicit treatment of average expenses or average supply price 
before this point. Nor can I find anywhere a definition of ‘‘ so-called average ”’ 
expenses. 

® Tbid., pp. 484-485, my italics. It was at this point that the analysis 
relating to the Particular Expenses Curve was first introduced, apparently to 
illustrate the special case of a stationary state. The latter is discussed further 
below. 
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There remains, however, the statical method, first considered 
in the second edition, where it is introduced in the discussion of 
the difficulties which spring from the impossibility of discussing 
“at once the effects of all the causes at work.” Provisional 
abstraction from some causes is necessary, and results in a certain 
rigidity in the demand and supply schedules which does not really 
exist. This difficulty is a special case of the more general one 
involved in the statement that ‘‘ economic problems are imper- 
fectly presented when they are treated as problems of statical 
equilibrium, and not of organic growth.” 1 Yet the statical 
treatment is a necessary introduction, because it “‘ alone can give 
a definiteness and precision of thought.” As an analytical device 
Marshall did not consider it perfect, and thought a great advance 
might be made if the changes in the forces abstracted from could 
be expressed as a ‘‘ function of time itself.” In particular this 
would mean expressing “‘ normal demand and supply price as 
functions both of the amount normally produced and of the time 
at which that amount became normal.” ? At least efforts to extend 


1 Second edition, p. 496. 

2 Ibid., my italice. This statement recurs in all the editions. The exact 
meaning would be clearer if Marshall had devoted a note in the Mathematical 
Appendix to elucidate ‘the nature of the functional relation between price and 
“the time at which that amount became normal.” The point is an important 
one; yet the fact that it concerns so many parts of Marshall’s theory compels me 
to restrict the consideration of it here to a note. Some passages relevant to the 
above-quoted statement disclose Marshall’s doubts and perhaps provide a clue to 
his meaning. In the third edition he explains in a footnote that the advance in 
theory would involve the use of three co-ordinate diagrams—demand and supply 
surfaces instead of normal demand and supply curves (p. 516, note 2). The 
improvement envisaged is to ‘‘ represent roughly, as a function of time itself, the 
chief of the changes in those elements which we are not especially considering ”’ 
(p. 516, omitted in the fourth edition). He adds, ‘‘ events external to the special 
changes which we are considering ”’ (which cause changes in price other than those 
due to a change in the volume of output) “ may cause the prices set against any 
given annual (or daily) consumption and production of the commodity to cease 
to be its normal demand and supply prices for that volume . . . [and] may render 
it necessary to make out a new demand schedule or a new supply schedule . . . ” 
(p. 517, my italics—omitted in the fourth edition). Marshall does not comment 
upon the qualification implied in the use of the conditional. In any case he seems 
to be concerned with the difference between the theoretical and the historical 
curve. 

In the fourth edition a different obstacle in deriving the “ function of time ”’ 
is selected for discussion, that due to the varying lengths of time required to 
realise the different economies pertaining to different increases in the scale of 
production. The complex device of surfaces built out of curves is suggested as 
a means of getting “‘ much nearer to nature.”” The curves, say n in number, 
would depict the economies resulting from increasing output when the time over 
which the increases were spread was allowed to vary from, say, one ton years by 
intervals of one year. Each curve would have on it one point representing ‘‘ the 
amount which, so far as can be foreseen, seems likely to be the normal amount 
for the year to which that curve related’”’; and the group of such points would 
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the analytical device in this way might lead to improved ‘‘ methods 
of study of social and economic history and statistics ” with the 
object of filling many empty boxes. 

If we ask whether the static method was used by Marshall to 
impart definiteness and precision to economic thinking it will be 
necessary to consider the particular case above-mentioned, the 
assumption of rigidity in the demand and supply schedules. In 
the privately printed chapters on ‘‘ The Pure Theory of Values,” 
curves were said to be rigid when in the passage of time it was 
possible to proceed or recede along the curves. The assumption 
of rigidity cannot be carried over to practical problems of shrinkage 
in supply, but only to problems of the resistances which must be 
overcome before an increase in supply is possible. In cases of 
recession the retention of economies necessitates re-drawing the 
curve. Rigid curves would seem, according to Marshall’s view 
here, to do greatest service in suggesting practical problems rather 
than in deducing practical conclusions.* 

The same kind of idea was expressed in 1890, but with a different 


form a curve which “‘ would be a fairly true long-period normal supply curve . . . 
of increasing return”’ (pp. 519-520, note 3, my italics). Marshall would prob- 
ably regard this as an elaboration of the theoretical curves of the third edition 
(supra), but he neither discusses the shape of the individual curves nor raises the 
question whether the derived curve is historical or theoretical. 

A later footnote (third edition, p. 518, fourth edition p. 524, seventh edition, p. 
463) is also pertinent. It asserts unqualifiedly that a change in normal demand 
and supply prices involves drawing a new curve. “If the change is gradual, the 
supply curve will assume in succession a series of positions . . . and in this way 
we might have represented the effects of that gradual improvement of industrial 
organisation which arises from an increase in the scale of production, and which 
we have represented by assigning to it an influence upon the supply price for 
long-period curves”’ (my italics). Reference is then made to Cunynghame’s 
proposal that “‘ a long-period supply curve should be regarded as in some manner 
representing a series: of short-period curves,” each individual curve assuming 
throughout “‘ that development of industrial organisation which properly belongs 
to the scale of production represented by the distance from Oy of the point in 
which that curve cuts the long-period supply curve. . . .”” The proposal is neither 
accepted nor rejected explicitly, but the Memorials (p. 451) suggests the latter. 
Nor is any hint given that it is connected with Marshall’s own vision of a surface 
representation—unless, indeed, the persistent and apparently irrelevant reference 
to the matter finally included in §3 of Appendix Ais a misdirection. It may be that 
Marshall intended the assumption of gradual change (supplanting the assumption 
of changes attributable to an increase in production per se) to justify his repre- 
senting the effects in a normal supply curve instead of in a more complex surface 
diagram. The main problem of the line of division between phenomena which 
he includes in the normal supply curve and phenomena which he assumes to cause 
a shifting of the curves remains undecided. But it seems clearly open to him 
to admit that any given curve has a limited theoretical scope, and that “ curves ”” 
built out of shifts in curves may be purely historical records. 


1 The Pure Theory of Domestic Values (1879), pp. 13-14. 
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twist. An assumption of “a certain rigidity’ in the demand 
and supply curves is involved in the “ most abstract form ”’ of the 
theory of equilibrium. The rigidity does not exist, but the theory 
assuming it gives ‘‘ definiteness to our ideas; and in its elementary 
stages it does not diverge from the actual facts of life so far as to 
prevent its giving a fairly trustworthy picture of the chief methods 
of action of the strongest and most persistent group of economic 
forces.” 1 Only when it is “‘ pushed to its more remote and 
intricate logical consequences ”’ does it diverge widely from the 
conditions of real life and cease to be of use in practical problems. 
The chief cause of the divergence (and therefore we must infer the 
chief reason for the assumption) is the impossibility of receding 
along curves which represent accurately enough the conditions of 
advance. This is especially true in problems involving multiple 
positions of equilibrium, that is to say (as it was later put) in the 
case of increasing return.? The new twist lies in the assertion that 
in the elementary stages it represents real life accurately enough 
to give a trustworthy picture, in contrast to the conclusion in the 
** Pure Theory ” that its main function is to raise problems. If 
the two statements mean the same thing, it is unfortunate that 
Marshall was not clearer. 

The reasoning about rigid schedules was retained in the 
second edition, when the more general case of the static method 
was expounded, and no change in content or form occurred in the 
third. In the fourth edition, however, fairly radical changes in 
arrangement were made. The discussion of stationary state and 
statical method is transferred from chap. xi to chup. v of Book V, 
and this important chapter on normal demand and supply in 
reference to long and short periods is given substantially its final 
form. A greater awareness and more conscious handling of the 
time element than before characterise this and other chapters.’ 
Thus “ the element of time is a chief cause of those difficulties . . . 
which make it necessary for man with his limited powers to go step 
by step; breaking up a complex question, studying one bit at a 
time. .. .”’4 Narrowing the scope of the problem by the use 
of the pound ceteris paribus increases the exactness of the solution, 
but, it is boldly confessed, diminishes the correspondence with real 


1 Principles, first edition, p. 425. 

2 Marshall recognises explicitly that the reasoning applies to increasing and 
decreasing returns—which was implicit in the ‘‘ Pure Theory.”’ From the third 
to the fourth editions “increasing returns’ was substituted for ‘ multiple 
positions of equilibrium (cf. the change in the caption of Book V, chap. xi). 

3 Cf. the note at p. 496 on Nicholson’s blindness to the real significance of the 
time analysis. 4 Fourth edition, p. 438. 
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life. Itis the best way to proceed, because a grasp of the narrow 
issue is essential to the treatment of broader issues in which it is 
contained. Gradually by this means “ exact discussions can be 
made less abstract, realistic discussions can be made less inexact.”’ 1 
The fiction of the stationary state is then introduced as the 
first step in studying the influence of the time element upon the 
relation between cost and value. It seems at first that its function 
might be merely to show by contrast that the problem of value in 
the real world is not simple; that only in such a state could the 
“plain rule . . . that cost of production governs value”’ be true. 
However, the function of the fiction is not exhausted with its 
depiction, for Marshall proceeds to state what happens when the 
stationary state is modified. His marginal synopsis, which should 
be twice meditated, states that ‘‘ modifications of the fiction . . . 
bring us nearer to real life and help to break up a complex 
problem.” 2 The method involved in the gradual “ relaxation 
of the rigid bonds of a purely stationary state ’’ would seem to 
have some commendable consequences. Yet the consequences 
are not identical with those of the employment of the bit-at-a-time 
method. In the discussion of the latter the breaking-up of the 
problem was said to cause a divergence from real life. There is no 
inconsistency if the breaking-up of the problem in the case of the 
stationary state hypothesis only approaches real life from the far- 
off starting point given by the original assumptions. In fact 
this would leave Marshall a ground for choosing his own method. 
The need for interpretation does not stop here. Ifa stationary 
state is postulated and then gradually modified, we approach 
“ the difficult problem of the interaction of countless economic 
causes.’ Violent assumptions are necessary in this approach, 
and Marshall inplicitly contrasts with it “ what is, not quite 
accurately, called the statical method,’ and says—here again 
by implication—that this is the type of analysis he would favour. 
It consists of fixing upon some central point, which is supposed 
“for the time to be reduced to a stationary state; and we then 
study in relation to it the forces that affect the things by which 
it is surrounded, and any tendency there may be to equilibrium 
of these forces.” * Marshall does not make clear whether this is a 
reiteration of the bit-at-a-time method or whether it is a separate 
part of the procedure. From the statement that a number of 
such partial studies may contribute a solution to problems too 
difficult for treatment en bloc, the correct interpretation would 
appear to be the former. But if that is so, the statement here 
1 Fourth edition, p. 439. 2 Ibid., p. 441. ® Ibid., p. 441. 
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does not conform to the description of the method already given, 
because instead of allowing one force to vary, and impounding the 
rest, one is reduced to a stationary state and the rest are allowed 
to vary. The only escape from the inconsistency would be to 
interpret Marshall to mean that the action of the forces upon the 
things surrounding the fixed central point is the field for the 
operation of the bit-at-a-time- method. One is forced ruefully 
to remember, with Marshall, that an economist’s method is likely 
to be better than his description of it. 

Above these difficulties of interpretation it stands out clearly 
that Marshall’s method involves selecting and classifying the forces 
at work, and of the possible criteria of selection the best is ‘‘ accord- 
ing to the periods to which they refer.”’ The famous fishing-industry 
example illustrates the use of time as the basis of classification. 
Day-to-day oscillations in price (market prices) are the ones 
*‘ governed by practically the same causes . . . as in the sup- 
posed stationary state.” 1 Not only a theoretically perfect long 
time, but also the shortest practicable short period is equivalent 
to a stationary state. We must supply the reasons, which are 
simple: in the perfect long period all forces exhaust their effects 
and none need be abstracted from; in the very short period there 
are only insignificant indirect effects of longer time forces, and 
since presumably the weather varies even in the stationary state, 
the market prices there are determined almost exactly as in real 
life.2 No problem of statical method versus stationary state 
seems to arise in these cases. In fact there appears to be no scope 
for the application of the statical method in so far as it involves 
deliberate restriction of the problem. 

A large middle ground remains, however, and this Marshall 
would appear to have in mind when he states that “ relatively 
short and long period problems go generally on similar lines.” 
Both involve the use of ‘‘ that paramount device, the partial or 
total isolation . . . of some set of relations,’ with the object of 
introducing order into the differences and similarities between 
many such sets. “‘ But there is a broad distinction between the 
two cases. In the relatively short-period problem no great 
violence is needed for the assumption that the forces not especially 
under consideration may be taken for the time to be inactive.” * 
On the contrary, “ violence is required for keeping broad forces 
in the pound of Ceteris Paribus ” for a long period. Because it is | 


1 Fourth edition, pp. 441-442. 
2 The qualification is necessary because of the reference to future supplies in 
real life. 3 Fourth edition, p. 451 — 
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not safe to neglect the cumulative effects of forces over, say, a 
generation, even provisionally, “‘ the uses of the statical method 
in problems relating to very long periods are dangerous; care 
and forethought and restraint are needed at every step.” This 
is particularly true in the case of increasing returns, where “ the 
most alluring applications of the method are to be found.” 

The danger Marshall would avoid is reasoning to conclusions 
not in consonance with real life. But is the warning given in the 
simplest form, and the one most in keeping with his time analysis ? 
If the distinction between long and short periods turns upon the 
assumption of constant and variable forces, the warning reduces 
to this : take care to weigh all the forces whose effects are observ- 
able in the clock-time under consideration. As used by Marshall, 
the “‘ operational ” time division satisfied his demand for corre- 
spondence with real life because the selection of forces which gives 
the dividing line is in accordance with practical happenings. His 
statical method does not exhibit a contrary spirit, in spite of its 
failure temporarily to show conformity with real life, simply 
because in constructing the final edifice it is possible by some 
means to make allowance for small lapses from reality in the parts. 


II. 


The validity of the statical method is further discussed in a 
chapter labelled “‘ Equilibrium with Reference to Increasing 
Return.” 1 That its usefulness is restricted to the “‘ elementary 
stages”’ of its employment is repeated ; the corollary, that there is 
“ no scope in economics for long chains of reasoning,”’ is indicated. 
In general the “ Statical theory of equilibrium is only an 
introduction ”; in the case of increasing returns Marshall shows 
still less faith, for then it is “‘ barely even an introduction.” And 
the very pointed warning is issued, that because “ its limitations 
are so constantly overlooked . . . there is a danger in throwing 
it into a definite form at all.” 2 

The preceding was, in the fourth edition, discussed more fully 
in a note called “The Pure Theory of Stable and Unstable 

° Equilibria,” which became in subsequent editions, Appendix H, 
with the title “ Limitations of the Use of Statical Assumptions in 
regard to Increasing Return.” If there is any culmination in 
Marshall’s discussion of the static method, it is in this much- 
cogitated part of his work. Apart from one or two minor changes, 
which are indicative of reflection upon the matter between 1898 


1 So called first in the fourth edition, chap. xi; which is chap. xii of later 
editions. 2 Fourth edition, pp. 515-516. 
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and 1907 (the fourth and fifth editions), there is only one point in 
Appendix H not contained in the Note. That is important 
enough to bring out at once. In considering the peculiarities of 
the theory of equilibrium under increasing return, Marshall 
asserted, ‘‘ The central point is that the term ‘margin of pro- 
duction ’ has no significance for long periods . . . therefore . . . 
the term ‘ margin ’ should be avoided.” 1 Commodities conform- 
ing to the law of increasing return do so only in the long period ; 
in the short period all show decreasing return, and of course the 
term margin may be used in all such cases. When, in longer 
periods of time, the ‘‘ tendency to increasing return is an effective 
force, there is no clearly defined marginal product,’ and the 
analysis must take a different turn. Marshall distinguishes three 
aspects of the difference : the unit must be larger than when use is 
made of the marginal product ; the representative firm rather than 
a given individual must be considered; and the cost of a whole 
process of production rather than of a unit of commodity must be 
taken.? 

All of the above substantive statements were introduced in the 
fifth edition, with no change at all in the discussion which followed. 
They pretend to be a statement of the difficulty to be considered, 
yet there is unfortunately no specific direction of attention to the 
issues raised, and there is no direct solution of them in Marshall. 
The analysis following thesubstantive statements can therefore only 
be appraised from the point of view of economic method in general. 

Since the Appendix in its final form collects kindred discussions 
from notes and text, parts of it have already been under con- 
sideration. The necessity of re-drawing the demand and supply 
curves is given as the chief reason why the theory is out of touch 
with real life. Of course so far as demand is concerned this is 
equally true in all cases of returns. Marshall does not point this 
out, but he does indicate that on the supply side the difference 
between diminishing and increasing returns in this respect is only 
one of degree. Apparently the reason for singling out increasing 
returns is that by definition there are great economies with an 
increase in output, all or most of which may be retained if output 


1 Fifth and later editions, p. 805. Henceforth references to Appendix H 
will be given without edition, since the pagination there is identical for the last 
four editions. 

If Marshall is to be held to this assertion, one wonders if his acceptance of a ° 
negatively inclined long-period non-historical curve would be a rejection of a 
‘counsel of despair.”’ (Cf. Mr. Robertson, Economic JouRNAL, 1930, p. 84.). 

2 Appendix H, p. 805. The first and third are probably not intended to be 
separate points. 
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subsequently shrinks. It can only be because of this difference 
in degree that, beginning with the fifth edition, a radical change is 
made in the conclusion as summarised in the marginal synopsis, 
with no change at all in the text to which it refers, to the effect 
that no great violence is necessary in assuming a rigid demand 
curve, while violence is necessary in assuming a rigid increasing 
returns supply curve. 

There is no real argument in Marshall to support his generalisa- 
tion concerning the great difference between the assumption of 
rigidity in the several cases. There is, however, a semblance of an 
argument, which really confuses the issue, because it introduces a 
short-time element into the problem of increasing returns, which 
is by definition restricted to a long period.2 The argument is 
intended to show the “especial importance ” of re-drawing the 
increasing returns curve, and refers to the immobility of the factors 
of production whose ‘competition will for a time prevent a 
diminished demand from causing an increased price for the wares.” 
This is obviously not a special reason for singling out the case of 
increasing returns; it applies to industries operating under any 
law of returns, provided fixed capital is used, and the re-drawing 
would be of the short-period curve. Marshall is not faithful to 
his own method, and in particular to the express view that in the 
short run all industries are operating under decreasing returns. 

Marshall’s analysis as presented above does not go far in ful- 
filling his promise to show the source of the insufficiency of static 
assumptions. He contents himself with attributing part of the 
unsatisfactoriness of the analysis to imperfections in the tools 
themselves and voicing the hope for the future in expressing normal 
demand and supply prices as functions not only of the amount, 
but also of the time “at which that amount became normal.” 
From this hope he passes abruptly to an examination of the con- 
ception of normal supply price. The familiar difficulty of the 
relation of average to normal expenses is broached first; the 


1 The assumption that increasing returns in a normal supply curve are due 
to preponderating economies which result from an increase in output per se raises 
a difficulty here. May we assume that most of the economies are retained when 
output diminishes, and still keep a clear distinction between economies which 
are and those which are not directly attributable to the increase in output ? 
Marshall ignored the question. Furthermore, is it true that a general distinction 
of degree may be made between increasing returns and constant returns if the 
latter is the result of two opposite tendencies? The degree of redrawing necessary 
under constant returns (and similarly in cases of “ slightly ’’ decreasing returns) 
might be considerable. 

2 Seventh edition, p. 805, ‘‘a tendency to increasing return does not exist 
generally for short periods.” Cf. also pp. 455-456 and 501. 
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warning is issued that in computing normal expenses the value of 
appliances cannot be taken for granted,! but no hint is given of 
the procedure to be followed in arriving at true normal expenses 
if they may not be taken for granted. From these difficulties 
Marshall is led, not to a scrutiny of the static method, but to a 
“diagrammatic presentation of the relations of demand and 
supply which are possible in a stationary state, but only there.” 
We should expect, according to this, the whole of the famous 
note? to assume a stationary state. Marshall confesses that 
the illustration which it constitutes “‘ has no positive value; 
it merely guards against a possible error in abstract reasoning.” 
Actually, however, the restriction is not observed, and the note 
is worth examining for light upon the static method which 
Marshall claimed as the superior of the method involving the 
assumption of a stationary state. 

The only curve relative to supply conditions that Marshall 
ventures to draw is ‘“‘ not a true supply curve adapted to the con- 
ditions of the world in which we live; but it has properties, which 
are often erroneously attributed to such a curve.”’ It is Marshall’s 
particular expenses curve, and represents an array of unit costs in 
ascending order of magnitude when the factors of production are 
adapted* to a given total output. In the first instance he 


1 That is, not ‘‘ without reasoning in a circle”’ (p. 810). Marshall is pre- 
sumably discussing the “‘ true normal” rather than the ‘‘ sub-normal,’’ but the 
argument is more forcibly applicable to the latter. The longer the period under 
consideration the more nearly accurate it is to take the value of the appliances of 
production for granted. Supplementary costs are those which must be covered 
in the long run if the price is to ensure a given flow of output—which is the 
definition of normal supply price. 

Cf. Professor Ogilvie on Marshall’s taking fright at reasoning in a circle. 
(Economic JourRNAL, 1930, p. 8.) 2 Pp. 810-812, note 2 to § 4. 

3 To be inferred from the fact that A H is called an equilibrium price. The 
diagram is reproduced for convenience. The 22’ curves are normal supply curves 
which Marshall referred to, but did not draw. 
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expresses the difference between the particular expenses and the 
normal supply curve in terms of the assumption with respect to 
** general economies of production.”’ The economies are taken as 
* fixed and uniform throughout ”’ in the case of the particular 
expenses curve, as varying in the normal curve. They are 
“uniform ” in the particular expenses curve because all pro- 
ducers have “‘ access to the internal and external economies which 
belong to this scale of production ’’; and we may infer that it is 
equal access. 

But Marshall forthwith shows that the difference between the 
curves may be otherwise expressed, for the particular expenses 
curve may only be used “ to represent a particular phase of any 
industry . . . [and] cannot be taken to represent its general 
conditions of production.” Here we have a suggestion of static 
conditions or stationary state. What follows, however, seems to 
indicate that real life, and not the fiction of the stationary state, 
is the subject-matter of this diagrammatic exposition. The 
*‘ general conditions of production’ may be represented by a 
normal supply curve, in which the assumptions are (a) that the 
successive points on the curve represent different adaptations of 
industry to the outputs whose magnitudes are indicated by the 
abscissae ; (b) that the economies are not equally accessible to all 
firms and therefore the ‘“ available [sic] economies ’—and we 
must add the relevant economies from the standpoint of adapta- 
tion—are those of a representative firm.1 These two assump- 
tions are in keeping with what was foreshadowed when the margin 
was declared inapplicable to increasing returns. 

Then Marshall proceeds to compare the ordinates on the 
particular expenses and normal supply curves—still without 
drawing anormalcurve. Ordinates for less than the equilibrium 
amount OH will be higher on the normal supply than on the 
particular expenses curve. This is clearly true for a negatively 
inclined normal supply curve representing increasing returns. 
The argument is extended, however, to cover decreasing returns, 
because “ even in agriculture the general economies of production 
increase with an increase in the aggregate scale of production.” 
Only by Marshall’s assumption of rigidity in the normal supply 
curve (which is not explicitly made) would this be true for move- 
ments backward as well as forward along the curve. 

The purpose of the comparison of the two kinds of curve 
appears to lie in the meaning of the area F A S, which represents 


1 The futility of the concept of a representative firm defined as one with its 
** fair share ”’ of economies is evident here. 
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rent when SS’ is a particular expenses curve. According to 
Marshall, it would represent less than aggregate rent if S S’ were 
a normal supply curve. If this means merely that in the case of 
a positively inclined normal supply curve (2 2”) F A Y would be an 
area on the diagram less than F A S, there is no harm and little 
usefulness in the siatement, so long as it is not claimed that 
F AS represents anything at all. If SS’ were a negatively 
inclined normal supply curve, the absurdity of claiming that 
it has any logical significance in the analysis would be more 
apparent. 

However, Marshall proceeds to the case when F A S may be 
said to represent aggregate rent even when SS’ is a normal 
supply curve—namely, when the particular expenses curve and 
the latter are coincident. The only assumption Marshall finds it 
necessary to make is that there are no economies with increasing 
output; and naturally it cannot be made in the case of increasing 
returns, because it would be contradictory of the definition. Under 
decreasing returns the assumption is possible, according to 
Marshall, and it ‘‘ may be occasionally convenient ” to make it. I 
find it difficult to think of any such instance except to validate the 
statement that F A S represents rent. The analysis shows, in 
fact, all the barrenness of the stationary state hypothesis. The 
particular expenses curve represents a phase of the supply 
conditions on the assumption that the industry is adapted to an 
equilibrium output—that is, abstracting from all the problems 
of adaptation. Therefore it is not an apparatus for dealing with 
the short-period problems whose essence is that of adaptation. 
As a tool this part of Marshall’s analysis is impotent. Whether he 
intended it to be pertinent only to the stationary state or not, it 
can render no assistance to the instrument which the time analysis 
constitutes. 

The truth of this becomes more apparent when Marshall 
finally extends the notion of a particular expenses curve to bring 
it into contact with the quasi-rent concept. He has made it 
perfectly clear that the latter pertains to the short-period analysis.? 

1 H. Cunynghame pointed this out long ago (Geometrical Political Economy, 
1904, especially pp. 68-69, 121). His criticism touches the rent wrangle more 
deeply than it can be considered here, but Marshall’s avoidance of controversy 
seems to have prevented him from noticing Cunynghame’s criticism adequately. 
Nor did Edgeworth’s review (Papers, Vol. III, pp. 136 et seq.) do Cunynghame 
full justice. 

2 Cf. Seventh edition, p. 362 note, where the related distinction between prime 
and supplementary costs is declared to have “ no special significance ” for long 


periods. For a detailed comment see the article ‘‘ Die Quasirente in Marshalls 
Lehrgebiiude ” cited above. 
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If the time under consideration is limited and defined by the 
supposition that some man-made appliances of production are 
fixed, then a particular expenses curve may be drawn such that 
expenses are taken “in the narrower sense in which . . . quasi- 
rents are excluded.” We must infer that only prime costs are 
represented in the curve. The area F A 8S is then said to “ repre- 
sent the aggregate of rents proper and these quasi-rents.”’ 

If the particular expenses curve has not changed its nature, the 
use of it implies two main assumptions: that the industry is 
adapted to the output O H at the equilibrium price A H; and 
that, given this assumption, the differentials which determine the 
shape of the particular expenses curve are fixed. The area F A S 
by definition is the surplus of receipts over prime costs, and, 
remembering we are depicting a phase of an industry in a unit 
of time (O H is the annual production), F A S is the contribution 
of this particular ‘“‘ short period ”’ to expenses other than prime 
costs. In strict Marshallian logic F AS should be said to 
represent quasi-rents for that period. When Marshall makes 
F AS represent quasi-rents and rent proper, difficulties appear : 
if we assume that rents relevant to a longer period are correctly 
represented by F A S because there are no changes in the equili- 
brium price A H, then the state is too “stationary” for the 
quasi-rent analysis to play any part at all; and if we admit that 
OF and A H are not equilibrium quantities for longer periods, 
then in this period the area F A S is wholly quasi-rent—unless the 
distinction between rent and quasi-rent is to be robbed of all 
significance. 

If Marshall intended the whole of the note we have been con- 
sidering to be an illustration of a stationary state where ‘“ every 
particular thing bears its proper share of supplementary costs,” ! 
no room is left for quasi-rents, or for distinguishing short periods. 
In that case there is no logic in the paragraph where quasi-rent is 
introduced, and no hope in the concluding statement that “ this 
method of treating short period normal value problems has 
attractions and may perhaps ultimately be of service: but it 
requires careful handling, for the assumptions on which it rests are 
very slippery.” ? If Marshall did not slip he was at least confused 

1 p. 810. 

2 The closing sentence of Appendix H is in a way a challenge to Marshall’s 
successors. Professor Pigou appears to be the only one who has accepted the 
challenge, consciously or not. In the last section of Appendix ni in his first 
two editions of the Economics of Welfare he treated of ‘‘ Fluctuations 5f Demand ” 


and his diagram included a “‘ short-period supply curve, drawn on the assumption 
that the fixed plant of an industry has been adapted to a normal output O M.” 


i 
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in his assumptions and momentarily lost sight of his more con- 
sistent time-analysis. Not much can be expected if we start from 
this part of Marshall’s analysis. The diagrammatic part of it 
cannot even perform a humble illustrative function. This may be 
a consequence of Marshall’s vague and loose general statements 
about the time analysis and the static method, which often give 
the reader the impression that unexplored mysteries are behind 
them. This is a pity, because it may be, and has been, mistaken 
for pretentiousness. If the time analysis is seen plainly as a 
simple part of the bit-at-a-time method of procedure, of the 
abstract method universal in science, it will not thereby lose any 
of its importance. It will, however, show that Marshall’s high 
expectations from the development of the time analysis are 
reconcilable with his other view that the great tool in economics 
is scientific common-sense. 
REDVERS OPIE 


~ 


Assuming there is no fear of spoiling the market, “‘ the short-period supply curve 
represents the prime costs of successive units of production.”” Just as Marshall’s 
short-time analysis in terms of a particular expenses curve was inserted in an 
appendix which set out to treat the long-period problem of increasing returns, 
Professor Pigou’s short-period analysis is introduced into an appendix in which 
he declared “ throughout the point of view taken will be that of a fairly long 
period ”’ (first edition, p. 931; omitted in the second). The interpretation of the 
diagram presents difficulties, one of which is the meaning of the area between 
the prime costs (short-period) curve and the horizontal through its point of 
intersection with the long-period demand curve. It is an area corresponding to 
Marshall’s # A S; and Professor Pigou says it “‘ represents normal returns to 
supplementary costs, and is equal to the average of the producers surpluses (from 
a short-period point of view) that result from the various positions assumed by 
the demand schedule from time to time.” 

At least two assumptions are necessary to whatever meaning is possessed by 
the area in question : that infra-marginal prime costs are unaffected when output 
contracts; and that the average of all the contributions to supplementary costs 
determined by all the short-period demand curves ‘‘ at any one moment” is 
equal to the area in question. The latter involves a relation between “‘ average ”’ 
and “ normal ”’ which Marshall never faced squarely outside the stationary state ; 
and Professor Pigou’s intrepid statements about averages in contrast to Marshall’s 
almost morbid fear of the concept are one source of the difference between master 
and pupil. It would go too far afield to pursue the matter here. My excuse for 
touching upon it is that Professor Pigou omitted the analysis of Fluctuations in 
Demand from the Appendix of his third edition, in which he reintroduced diagram- 
matic support of his new analysis of supply, in spite of his decision to omit the 
old system of curves from the second edition because it was ‘‘ found confusing 
by some students.” 


LABOUR MOBILITY IN THE SOUTH WALES AND 
MONMOUTHSHIRE COAL-MINING INDUSTRY, 1920-30 


Inquirizs into the post-war economic situation in Great 
Britain have invariably stressed the need for increasing the 
mobility of the labouring population. The fact that unemploy- 
ment is so concentrated in certain specially affected regions makes 
it particularly important to discover to what extent there has 
been movement of labour from the most depressed to the com- 
paratively vigorous sections within these areas. It is here pro- 
posed to present the results of an investigation into the 
mobility of miners! in the South Wales and Monmouthshire coal- 
field in the period 1920-30. The analysis is based on a special 
return covering all the Employment Exchanges where coal- 
miners predominate (46 in number), and embodying detailed 
information which was assembled during the Ministry of Labour’s 
annual exchange of unemployment books in July 1930. This 
kind of inquiry is made possible by the fact that an unemploy- 
ment insurance book retains the number representing the office 
where it was first issued, in spite of the possible migration of its 
bearer; for, annually in July, when the collection takes place, the 
mark of the office of origin is transferred from the old book to the 
new one. A book which is exchanged in an office other than that 
in which it was originally issued is called a “ foreign” book. 
Thus, statistics giving the proportion of ‘‘ foreign ”’ to total books 
exchanged at each office in a given region, together with the areas 
where these ‘‘ foreign ” books began their career, can be of useful 
service in indicating the volume and direction of labour movement 
within and into that region. Thanks to the kindness of the 
officials of the Employment and Insurance Departments of the 
Ministry of Labour in London and Cardiff, the necessary particu- 
lars concerning coal-miners’ books were abstracted at 46 offices in 
South Wales and Monmouthshire while the annual collection was 
in progress in July 1930.2. It will be instructive to compare the 

1 In this study miners comprise persons classified by the Ministry of Labour as 
belonging to the coal-mining industry. 

2 I must acknowledge my special indebtedness to the Statistics Division 
of the Ministry of Labour, who readily placed expert knowledge at my disposal, 
and to the Divisional Controller for the Wales Division, under whose direction 


the return was prepared. The Department is, of course, in no way responsible 
for the use made of the material kindly supplied to me. 


J 


o 


JUNE 1931] LABOUR MOBILITY IN COAL-MINING INDUSTRY 217 


results with those secured in the only other investigation of this 
nature previously carried out, viz. the study of labour mobility 
in the cotton industry on the basis of the “foreign” books 
exchanged in 45 Lancashire offices in July 1927.1 

The handling of unemployment insurance statistics requires 
not a little care and circumspection. It is essential, at the outset, 
to note the peculiarities of the data supplied in this return. For 
the purposes of this study the South Wales and Monmouthshire 
coal-field is divided into ten sections which may be taken as 
corresponding to ten valleys. The return indicates the origin of 
each “ foreign ’’ insurance book according to the valley where it 
was first issued; if it originated outside the ten coal-mining 
valleys, the town or Division is specified. It is, thus, possible to 
trace the movement of labour within the coal-field, here regarded 
as the ten coal-mining valleys, and also the number and origin of 
the immigrants from outside during the last ten years. The main 
qualifications which have to be borne in mind in interpreting the 
figures merit brief enumeration. 

(1) The fact that an insurance book originally taken out at 
Office A is collected in 1930 at B does not necessarily imply that 
its holder has moved direct from A to B. Some time during 
1920-30 he may have wandered to C, D and E before ultimately 
arriving at B; and it is impossible now to have any record of such 
intermediate movements. 

(2) The date of the actual transfer may have been at any time 
between 1920 and 1930. 

(3) In the mining valleys a certain number of men are always 
found working at some distance from their homes, and the practice 
has been made easier by the development of transport facilities, 
particularly by road. Much of the movement upward and down- 
ward in any valley is of comparatively little significance; and in 
this analysis it is important to concentrate on the proportions of 
non-local “‘ foreign ” books. 

(4) In analysing inter-valley mobility it is necessary to keep 
in mind the geography of the locality. For example, where there 
is a tunnel connecting two valleys, a transference of books is to be 
expected. We can allow for the normal movement up and down 
a valley by eliminating the “ foreign’’ books of a given office 
which originated in some other office in the same valley. If there 
are unusual facilities for travelling from one valley to another, due 
allowance must be made for the fact in interpreting the figures. 


1 J. Jowkes and H. Campion, ‘‘ The Mobility of Labour in the Cotton Industry,” 
Economic JOURNAL, 1928, pp. 135-7. 
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(5) Another element of complication might arise from the fact 
that, to quote Mr. John Hilton, “in some cases firms operating 
over extensive areas and employing work-people in those areas 
may keep all the books of the work-people at a head office for | 
convenience of stamping, and may exchange them at the end of 
the insurance year at the Employment Exchange nearest that ) 
office.” 1 This practice would tend to vitiate in some degree the | 
local unemployment percentages in the areas concerned : it would | 
also upset any attempt made to trace the movement of books 
between the Exchanges. Mr. Hilton, however, added that “ this 
is neither a frequent nor a substantial element in the whole body 
of industrial procedure.” 2 It is most apt to happen in the case 
of railway workers’ books: there are no important examples of it 
in the South Wales coal industry.® 

Tables I and V are an abridged version of the complete return 
embodying detailed figures for all the offices. 

It must be remembered that the individual office administers 
too small an area for its percentage of “foreign” books to be 
taken without circumspection : where there are a string of offices, 
separated by only short distances, there may be constant and 
natural movement from one to another. Nevertheless, it is of 
interest to compare South Wales with Lancashire on this basis. 
In their inquiry into the cotton industry, Messrs. Jewkes and 
Campion discovered that “in the majority of exchanges the 
percentage of ‘ foreign’ cards to the total cards lodged was less 
than 5 per cent., and in some cases as low as 2 per cent. Taking 
45 exchanges together, men and women, the figure was 2-8 per 
cent.” 4 

Similar figures relating to the South Wales coal industry reveal 
much more fluidity. In the 46 Exchanges embraced by the return, 
the average percentage of ‘‘ foreign ’’ books to total collected was 
no less than 15-2 per cent. In order to eliminate the interchange 
that takes place between offices in the same valley, it is proposed 
to ignore the “ foreign ’’ books which have not circulated outside 
the valley where they were first issued. In this way we take into 


1 John Hilton, ‘‘ Statistics of Unemployment derived from the working of 
the Unemployment Insurance Acts,” Statistical Journal, 1923 (LXXXVI), 
p. 169. 

2 Ibid. 

3 One instance was found of about 3,000 books belonging to employees of the 
Ocean Coal Company, which were issued at the beginning of the scheme at 
Treorchy Exchange in the Rhondda valley, although the men were working in 
pits situated cutside the valley. The effect of this is to deprive us of information 
concerning the possible migration of some of these books. 

4 J. Jewkes and H. Campion, op. cit., p. 137. 
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account only those books which have migrated from one valley to 
another together with the few immigrant books, and express 
the number as a percentage of the total collected at each office. 
On this basis the average for the coal-field is 6-6 per cent. The 
average percentage of non-local foreign ”’ books in the coal-field 
is nearly two and a half times higher than the average percentage 
of all ‘‘ foreign ” books in the cotton industry. There can be little 
doubt that the coal-miners of South Wales and Monmouthshire 
have been much more mobilethan the cotton workers of Lancashire 
during the post-war depression. 

The next step is to examine the direction taken by these 
streams of movement. Table I exhibits the dispersion of books 
originally issued within each of the ten valleys. For example, 
column 1 shows the present location of books born inthe Monmouth 
East valley; column 2 gives similar information for books which 
began their career in the Monmouth West valley, and so forth. 
This table taken together with Table V may be interpreted as 
follows. We may compute for each valley the aggregate of books 
collected and the number of non-local “ foreign’’ books (i.e. 
“‘ foreign ”’ books other than those bearing the mark of origin of an 
office within the valley), and expressthe latter as a percentage of the 
former. The results, set out in Table II, demonstrate a decided 
range, from 3-8 per cent. in the Rhondda to 15-2 per cent. in the 
Neath valley. The lowest proportions of non-local ‘“ foreign ”’ 
books are found in the four valleys situated in the heart of the 
coal-field—Merthyr Vale, Aberdare, Rhondda and Port Talbot— 
which cover districts producing steam coal largely for export. 
This was to be expected in view of the extremely rapid expansion 
which characterised this part of the basin before the war, and its 
great susceptibility to the changed situation in the international 
market. The two Monmouthshire valleys on the extreme east 
reveal only a slight improvement—6-4 and 5-5 per cent. Here 
again the incidence of the post-war contraction has been most 
severely felt, and only recently mitigated to some extent by the 
provision in the 1929 Hague Agreement,! whereby the Italian 
Government undertook on behalf of tbe Italian State Railways to 
purchase one million tons of British coal annually for three years 
as from November 15, 1929. The export of Monmouthshire coals 
has benefited most from this undertaking. The remaining four 
valleys show a distinct superiority—Rhymney 11-6 per cent., 
Swansea 9-9 per cent., Amman 9-2 per cent., and Neath 15-2 per 


1 See Protocol with Annexes approved at the Plenary Session of the Hague 
Conference, August 31, 1929. Cmd. 3392, p. 8, Appendix 2 to Annex II. 
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cent. The last three comprise the anthracite area on the west, 
which exhibits far more virility and promise than the remainder 
of the field. The Rhymney valley in Monmouthshire has wit- 
nessed new developments since the war,! and, being situated 
between two extremely depressed sections, it has drawn on the 
abundant supplies of surplus labour near at hand, mostly from 
the two valleys on the eastern side. 

In Table IIT the data of Table I are set out in such a way as to 
reveal the net gain or loss of books in each valley. For instance, 
in the first column we note the number of books absorbed by 
Monmouth East from other valleys, whereas in the second column 
we are informed how many Monmouth East books have been 
dispersed to other valleys. ‘These figures throw an interesting 
light on the direction of the currents of mobile labour. There has 
been a distinct net absorption of over 1,000 each in the anthracite 
valleys (Amman, Neath) and in Rhymney, with corresponding 
net losses in the four steam coal valleys (IV, V, VI, and VII). 
We may conclude that, to the extent indicated, labour has been 
moving out of the most depressed localities into the three sections 
which have been least affected by the force of the depression. 
This, of course, does not mean that all the holders of these trans- 
ferred books have necessarily changed their domiciles; but it is 
clear that they have gone some distance to obtain work. 

The authors of the investigation into the cotton industry came 
to the conclusion that ‘‘ there appears to have been no movement 
of labour between areas in the Lancashire cotton industry which 
have been comparatively prosperous since 1920 and those which 
have been constantly depressed. The fine-spinning and weaving 
areas have not, to any appreciable extent, drawn labour from the 
coarse-spinning towns.” Such internal mobility as they did find 
‘appears not as a broad movement produced by a common 
economic stimulus, but as the inexplicable variety of individual 
action prompted by purely personal factors.” ? The present 
analysis, however, affords unmistakable evidence that, in the 
South Wales and Monmouthshire coal-field, some redistribution 
of labour has been taking place along well-defined channels. 

Table IV represents an attempt to estimate variations in 
the number of men aged 18 and over in actual employment 
within each valley. during 1923-30. The computation least 


1 The Tredegar Iron and Coal Company, the owners of the new Oakdale and 
Wylie collieries, have built two villages at Blackwood, and this has greatly 
facilitated migration into this valley. It is estimated that about 1,500 of the 
men holding “‘ foreign ’’ books at the Blackwood Exchange now reside in the area. 

2 J. Jewkes and H. Campion, op. cit., p. 137. 
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open to criticism is obtained by subtracting the total of books 
lodged in June (i.e. the unemployment figure) from the aggre- 
gate number of books exchanged in July:! this provides 
an approximate estimate of the number in effective employ- 
ment in June of each year. There has, of course, been a 
marked decline in employing capacity all round; but the rate of 
contraction has been by no means uniform. Merthyr Vale stands 
out as the district that has suffered the heaviest loss; the number 
working in its collieries in June 1930 was 71 per cent. less than in 
June 1923. On the other extreme, the least unfortunate is the 
Amman valley in the anthracite field, where the falling-off is 
19-4 per cent. of the June 1923 level. A social problem of distress- 
ing magnitude stares us in the face when we contemplate the fate 
that has overcome these valleys, particularly those dependent on 
steam coal. The demand for mining labour in the Rhondda valley 
has shrunk by nearly 50 per cent. since 1923: this means that 31,000 
men (excluding boys) have been displaced in a district where 
coal-extracting is the sole industry. The depression is effecting 
a distinct change in the relative economic significance of different 
parts of the basin. In June 1923 the two anthracite valleys 
(Amman and Neath), together with the Rhymney, contained 
25:0 per cent. of the coal-field’s total number of insured coal- 
miners in actual employment; but by June 1930 the proportion 
had risen to 33-4 per cent. 

It remains to comment on the information contained in 
Table V, which classifies the ‘‘ foreign ” books which immigrated 
from outside the colliery districts according to the geographical 
areas where they were first issued. A mere glance at these 
figures is sufficient to emphasise the enormous change that has 
come over the coal-field since the war. In the half-century prior 
to 1913 this basin acted as a powerful magnet, attracting labour 
from all parts of the country, and the degree to which immigration 
was responsible for the growth of its population was considerable.* 
Since the war its absorptive capacity has become negligible: on 
the contrary, there has been a substantial net loss by migration.* 

1 The Ministry of Labour Gazette, February 1931, contains a series of figures 
of this kind for various industries. 

2 See the writer’s article, “‘ The Migration of Labour into the Glamorgan- 
shire Coal-field, 1861—1911,’’ Economica, November 1930, pp. 293-4. 

The net addition to the population of Glamorgan by migration during the 
decade 1901-11 was no less than 92,121. 

3 The estimated net balance of migration out of Glamorgan between mid 
1921 and mid 1929 is 76,380. See ‘The Trend of Population on Tyneside,”’ 
Tyneside Papers (Second Series), No. 1, published by the Tyneside Council of 


Social Service, February 1931. 
No. 162.—voL. Q 
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The total number of books originating outside the actual coal- 
mining localities is only 2,504, or about one per cent. of the insured 
coal-mining population in July 1930. Of these no less than 
1,205 are books which were issued from Kew to men discharged 
from the Forces. There was only a slight movement northwards 
from the ports of Cardiff, Newport and Barry; while the streams 
from the south-west of England, mid-Wales and Pembrokeshire 
which formerly flowed strongly into this coal-field have now almost 
dried up. 

It is clear from the analysis that, although the demand for 
labour in the newer and more promising districts has been feeble 
compared with the enormous supply of surplus labour in the coal- 
field, a natural process of redistribution has been operating. This 
may serve to show that the labour force within the coal industry 
is not as immobile as some people tend to think; and it also 
provides a useful indicator as to the type of equilibrium which the 
coal-field can expect to maintain in the future. 

The labour supply in the cotton industry is naturally im- 
mobile on account of “the high proportion of women workers 
and the close personal relation which still exists between employers 
and employees,” 1 and we are told that “this immobility has 
been accentuated by . . . the practice of organising short-time 
working in a way which has enabled the worker to draw his 
weekly income partly from the employer and partly from the 
Unemployment Insurance Fund.” ! The first two factors are 
obviously absent in the case of the coal industry, and, as far as 
the South Wales and Monmouthshire field is concerned, “‘ there 
seems to be no evidence that the intermittent working has had 
any widespread connection with arrangements under which 
benefit could be secured.”’? The natural disinclination of the 
Welsh miner to leave his native district is not so pronounced 
when it is a matter of going to live in another part of the coal- 
field: the physical configuration of the area, however, has mili- 
tated against easy movement from one valley to another,’ except 
in those places where it has very recently been possible to build 
inter-valley roads. 


1 J. Jewkes and H. Campion, op. cit., p. 137. 

2 Minutes of Evidence taken before the Royal Commission on Unemployment 
Insurance, Thursday, January 15, 1931, Memorandum submitted by Mr. W. R. L. 
Blakiston, Divisional Controller for the Wales Division, p. 205. 

3 See ibid., p. 219, Mr. Blakiston’s answer to Question 1664: ‘“‘ The genuinely 
seeking work clause was a very difficult clause to operate (in South Wales) 
because of the physical difficulties of actually seeking work in going fron one 
valley to another.” 
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Leaving aside the scarcity of new outlets for employment 
within the industry, we may briefly cite some of the chief elements 
making for stickiness. Particularly relevant are the high pro- 
portion among the unemployed of married men with families, 
the shortage of houses in the newer districts together with the 
burden of house-ownership in the most depressed, and the 
physical effects of prolonged unemployment (including the 
sinister fact that the unemployed inevitably tend to ‘“‘ accommo- 
date themselves to a standard of living which makes it possible 
for people to subsist on the amount that is paid to them in 
benefit plus any assistance that they may get from other direc- 
tions.” 2 It is fair to conclude that the degree of redistribution 
- revealed by the above analysis is a welcome sign that, in the 
South Wales and Monmouthshire coal-mining industry, in cir- 
cumstances of peculiar difficulty, a process of natural readjust- 
ment, mainly in favour of the anthracite west, has been gradually 


taking place. 


London School of Economics. 


1 A special individual analysis of 40,000 unemployed miners aged 18-45 in 
the depressed areas, who had been idle for over three months, was carried out by 
the Ministry of Labour in October and November, 1929. Only 7,500 were 
found to be ‘‘ both available and suitable for immediate transfer to industrial 
employment. Nearly 10,000 appeared to stand in need of a course at Transfer 
Instructional Centres, while some 4,000 were regarded as suitable for, and in 
need of, more specialised training. The remainder, nearly 20,000, were married 
men with families, many of whom could not be regarded as available for transfer 
because of their domestic responsibilities. The analysis took no account of 
unemployed men over 45, who constitute a still more difficult problem.” Annual 
Report of Ministry of Labour for 1929 (Cmd. 3579), p. 17. 

2 Royal Commission on Unemployment Insurance, Minutes of Evidence, 
op. cit., Mr. Blakiston’s Memorandum of Evidence, p. 204. 
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SoutH WALES AND MONMOUTHSHIRE INDUSTRY, 


EXCHANGE OF UNEMPLOYMENT INSURANCE Books, JULY 1930. 


TaBLeE I. 
Origin and Dispersion of Coalfield “‘ Foreign”? Books. 
Valley in which Books were originally issued. 
Valley ee I IL 
were exchan, in 
Mon- | Mone | III. IV. Vv. VII. Ix. 
mouth} mouth | Rhym- |Merthyr| Aber- Port Swan- Total, 
East- | West- | ney. | Vale. | dare. "| Talbot. “| sea. 

ern. | ern. 
I. Monmouth E.| 184 540 24 18 14 15 9 1 3 6 814 
II. Monmouth W.} 149 | 3,415 | 1,309 9 21 33 20 5 4 1 4,966 
Ill. Rhymney! .} 114 641 | 3,194 928 353 777 44 20 17 15 | 6,103 
IV. Merthyr Vale 18 8 1,513 306 81 17 24 12 16 2,078 
V. Aberdare ; 11 50 107 194 578 240 21 67 5 18 1,291 
VI. Rhondda. 18 135 242 104 110 3,700 972? 26 17 53 | 5,377 
VII. Port Talbot 9 39 41 34 29 413 2,056 48 20 22 | 2,716 
VIII. Neath 5 37 26 380 322 276 341 | 2,196 88 44 3,715 
IX. Swansea 1 19 26 51 36 71 125 167 | 606 160 1,262 
X. Amman 19 | ~ 34 33 42 77 272 133 88 | 845 1,871 3,414 
Total 512 | 4,926 | 5,091 | 3,273 | 1,846 5,878 3,738 | 2,642 | 1,617 | 2,206 | 31,731 


1 The non-local “ foreign’? books exchanged at the Blackwood oflice in the Rhymney valley and the 
to the surrounding valleys 
information received. ‘This was made necessary as these two offices were not 
included in the detailed Return. The margin of error on this account can only be slight. 

* The surprisingly large number of books absorbed by the very depressed Rhondda valley from the 


Resolven office in the Neath valley have been 
according to supplementary 


allocated 


in round 


Port Talbot district is to be explained by the fact that there is easy access between the Avon valley (in the 
Port Talbot section) and the top of the Rhondda valley by means of a tunnel. Some of these 
poe = —— books are held by workmen who travel the short distance from one valley to the other by 

in every day. 

3 There are only two offices in the Neath valley, viz. Neath and Resolven. It is impossible to obtain a 

uine figure of local ‘‘ foreign ’’ books for Resolven because, since there was no Branch office at the place 
in 1920 and the books of Resolven workers had to be issued at Neath, the “‘ foreign ’’ books now 
found at the Resolven office include (a) those held by workmen who have come from other Exchanges, 
and (6) those belonging to Resolven workmen which were transferred from Neath when a new office was 
opened at Resolven. The total of 2,196 includes the ‘foreign’? books exchanged at Resolven minus those 
which are known to have been originally issued outside the valley. Most of them, of course, belong to 
category (b) as defined above. 


II. 
Proportions of non-local “‘ Foreign’ Books (including Immigrant 
Books). 
Proportion of 
Total | Number of Non-local 
Valley Number |‘ Foreign cluding those Foreign 
E of Books | Books ex-! opiginally issued | Books to the 
ginally issue 

exchanged.| changed. in the Valley Total 

concerned). exchanged. 
%: 
I. Monmouth E. 10,605 867 683 6-4 
If. Monmouth W.| = 33,214 5,241 1,826 5:5 
Til. Rhymney . 30,528 6,735 3,541 11-6 
IV. Merthyr Vale 13,280 2,214 701 53 
V. Aberdare. 20,422 1,500 922 4:5 
VI. Rhondda . 58,306 5,929 2,229 3°8 
VII. Port Talbot 20,462 2,887 831 4:0 
VIII. Neath. 10,558 3,799 1 1,603 15-2 
IX. Swansea. 7,291 1,325 719 9-9 
Amman 20,346 3,738 1,867 9-2 

Coal-field Total . | 225,012 34,235 14,922 6: 


1 As a result of the circumstance explained in note 3 to Table I this figure contains some books which 
are not strictly speaking “foreign’’; but this does not affect the number of non-local “foreign ’’ books. 
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III. 
Net Gain and Loss of Books. 
Books absorbed | Local Books Net Gai 
Valley. from other exchanged in et Gain (+) 
Valleys. other Valleys. | °F Loss (—). 
I. Monmouth E. . 630 328 + 302 
II. Monmouth W. - 1,551 1,513 + 38 
III. Rhymney - . P 2,909 1,897 + 1,012 
IV. Merthyr Vale . - 565 1,760 — 1,195 
V. Aberdare 713 1,268 — 655 
VI. Rhondda 1,677 2,178 — 601 
VII. Port Talbot. a 655 1,682 — 1,027 
VIII. Neath . 1,519 446 + 1,073 
IX. Swansea. ‘i F 656 1,011 — 355 
X. Amman. 1,543 335 + 1,208 
IV.! 


Estimated Number of Insured Coal-Miners aged 18 and over in 
actual Employment in June of each year. 


(Total Books exchanged in July of each year minus the June unemployment figure.) 


Percentage 
Jane June June June June*® | June June 
Valley. 1923. | 1924. | 1926. | 1927. | 1928. | 1929, | 1930, | Decrease 

I. Monmouth EF. . | 11,433] 10,789] 6,767| 6,384| 3,507] 7,447] 5,414| 52-7 
II. Monmouth 33,107] 32,821 | 30,373] 27,319] 19.287| 22,835| 31-0 
IIL. Rhymney . | 28,863 | 30,677] 25,670] 26,969 | 22430] 23001| 223647| 21-5 
IV. Merthyr Vale 15:544| 13,783] 8,263] 6,006] 7.130| 8,599] 4,473| 71-2 
V. Aberdare . 23,316] 22°360| 16,363| 15,704| 15,096] 14,636| 13,273] 43-1 
VI. Rhondda 627851} 65,652 | 51,983| 36,548] 39,182| 39,118] 31,679| 49-6 
VII. Port Talbot. 227112| 22,505} 15,989] 15,019| 11,638] 13,684] 12/381| 44-0 
VIII. Neath. . 10363| 8.957| 6,930] 81430| 6,463| 7,636| 7.847| 24-3 
1X. Swansea 8133] 7,367] 8,772| 5,973] 4,855| 5,790| 4,528] 44:3 
X! Amman 203927! 19,167| 17:178| 14:968| 14,371| 15,662] 16,862] 19-4 
Coal-field Total . | 236,639 | 234,078 | 188,288 | 163,320 | 143,959 | 159,933 | 141,939 | 40-0 


1 The data on which this Table is based were kindly supplied by the Statistics Division of the Ministry 
of Labour. With one exception the offices covered are those which were included in the July 1930 return. 

2 After January 1928 persons aged 65 and over ceased to be insured, and this introduces a small 
breach of comparability over time. This Table is, however, primarily intended to show the employing 
capacity of the ten valleys relatively to one another. In any case it is worth noting that, in view of the 
established fact that the proportion of unemployed among persons aged 65 and over is greater than 
among younger people, the break in comparability over time in an Employment Table, such as the present 
one, is less than it would be in a Table giving the numbers insured during the period. 

* Excluding Brynmawr office, which is in Brecknockshire. 
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TABLE V. 
Origin of ‘‘ Foreign” Books which were first issued outside the 
Coal-field. 
Area in which the Books were originally issued. 
Valley in which the | ge sled 

ag 3 | | daa aaa Mo] 
I. Monmouth E. | Nil | Nil} Nil 4 6 13 10 3 7 2 Nil 8 53 
II. Monmouth W. 1 | Nil 4 81 16 10 27 9 14 15 Nil 98 275 
Ill. Rhymney? . 5 6 4 80 8 11 41 15 29 14 Nil| 419) 632 
. Merthyr Vale 4 6 6 18 2 4 7 7 5 Nil | Nil W7 136 
V. A - 11 6 5 21 2 6 12 12 6 ‘s 1 120) 209 
VI. Rhondda . 16 | 13 16 48 5 16 62 48 19 1l 7 291 552 
VII. Port Talbot . 5 8 3 17 5 19 12 9 : J 4 78| 176 
VIII. Neath * ° 5 5 3 5 6 3 8 4 5 2 2 36 84 
IX. Swansea 4 1 5 3 8 4 8 4 % h | 1 17 63 
xX. Amman 92 9 93 12 Nil ll 13 1l 9 6 7 61) 324 
Total 143 | 54 | 139 289 58 87 207 125 110 65 22 | 1,205) 2,504 


1 Excluding Blackwood office. 
2 Excluding Resolven office. 


A STUDY OF OCCUPATIONAL MOBILITY 
I. Metuop oF INVESTIGATION 


THE extent to which movements among social classes take 
place, and the problem of how far “ equality of opportunity ”’ 
can be said to exist in modern society, are matters very frequently 
discussed and generally recognised to be of the greatest im- 
portance. Yet there are few data from which a reasonable 
quantitative opinion may be formed. Notable cases of “ social 
climbing ” are not hard to find—perhaps indeed it is their very 
rarity that makes them conspicuous—but they afford no index of 
movement among the population as a whole. We are anxious 
to discover how far there is circulation between, say, skilled and 
unskilled labour, and between clerks and manual workers, and 
it is clear that only a fairly detailed study of a vertical section of 
people can provide the information required. Two important 
studies of this sort already exist. Professor Morris Ginsberg, in 
an article on ‘Interchange among Social Classes”’ in the 
Economic JouRNAL of December 1929, analysed the household 
cards collected in 1924 by Professor Bowley in his well-known 
survey of five towns. From this material Professor Ginsberg dis- 
covered the extent to which sons moved out of the social class 
occupied by their fathers. Professor Chapman and Mr. Abbott, 
in a paper on ‘“‘ The Tendency of Children to enter their Fathers’ 
Trades,” in the Journal of the Royal Statistical Society of May 
1913, made a similar inquiry among the scholars at evening 
continuation schools in a number of Lancashire industrial centres. 
The results of these two inquiries are in certain respects 
divergent. 

The paper which follows has its origin in the Social Survey of 
Merseyside which is now being conducted by the University of 
Liverpool. It is based on material collected by the Survey 
in the course of a sample household census in the Merseyside area. 
It will be noticed that whereas the papers mentioned above 
were concerned with moderate-sized manufacturing towns, this | 
paper deals for the first time with a great city—a city, more- 


1 Sorokin in Social Mobility (pp. 416-17) gives a list and an account of 
statistical investigations of mobility of occupation in several countries. 


— 
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over, the bulk of whose population is occupied in the provision 
of services, and especially of transport services, rather than in 
direct production. The important differences in social mobility 
between this area and those previously investigated will be 
discussed as they arise. 

For the purpose of the Merseyside Social Survey one in every 
thirty working-class families in Liverpool, Bootle, Birkenhead, 
Wallasey and the surrounding urban area was visited during 1929 
or 1930, and, among other things, particulars of the occupation of 
each member of the family were ascertained. The term ‘“ working 
class ” as here used is not free from ambiguity. It is commonly 
taken to mean manual workers and their families, but, as will 
be presently seen, our sample really includes many families who 
do not answer to this definition. Whether a family belonged to 
the class to be included or not was governed by the occupation 
of the head of the household. All manual workers, shop assistants 
whose work was not managerial or supervisory and shopkeepers 
employing no labour were included. Marginal cases were left 
to the discretion of the investigator, but in general an income of 
£5 a week was taken as broadly defining the upper limit in cases 
where class was not obviously established by occupation. By 
this ruling a comparatively small number of clerks and com- 
mercial travellers were included, but such occupations were not 
generally represented among the heads of families in the sample. 
The sample, on these principles, can be taken as representative 
of about 70 per cent. of the total population of Merseyside. For 
this paper all those household cards were taken out on which 
both a father and son were represented and their occupations 
described. These occupations were then analysed into ten 
Occupational Grades as follows : 


1. Highest Professional, Administrative and Business posts. 

2. School Teachers. 

3. Lower Professional, Commercial, Technical and Managerial 
posts (e.g. Commercial Travellers, Master Mariners, 
Customs Officers). 

4. Ordinary Clerks. 

5. Shop Assistants and Minor Commercial posts (e.g. Insur- 
ance Agents, small shopkeepers). 

6a. Manual Workers in supervisory positions (e.g. Foremen, 
Police Sergeants). 

6. Skilled Manual Workers (e.g. Plumbers, Fitters, Boiler- 
makers). 
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7. Semi-skilled Manual Workers (e.g. Carters, Domestic Ser- 
vants, Firemen, Motor-drivers). 

8. Unskilled Manual Workers (e.g. General Labourers, Dockers, 
Seamen). 

9. Those mentally or physically unfit to work and those who 
appear to have been unemployed for some years and are 
now without a recorded occupation. (Children of 14 
or 15 who have not found work since leaving school 
are not included in this class.) 


The classification is based partly on the nature of the work, 
partly on the pay, and partly on the social status—on the sort 
of people with whom the worker is likely to mix. Difficult 
cases are sometimes placed according to the social standing of 
the street or district where the worker lives. 

The sons were then divided according to (a) on they 
were adults (22 or over) 1 or juveniles (under 22), (b) the “ degree 
of employment” of their fathers (full-time, part-tinie, unem- 
ployed or retired), (c) their occupational grade, and (d) the 
occupational grade of their fathers. It must be remembered 
that the sons in the sample are all living with their fathers and 
are likely, therefore, to be on the whole fairly young. 

Besides the study of mobility between Occupational Grades, 
particular industries of local importance have been selected, and 
mobility in them is discussed separately. 

Since the household inquiry was restricted to working-class 
houses (i.e. houses where the head of the family at least is a 
member of the working classes), practically all persons in Grades 
1 and 2, and most in Grade 3, would be excluded. This obviously 
gives a certain bias to the investigation. Again, the fact men- 
tioned above, that the sons in the sample are all comparatively 
young may mean that they have not all reached their final 
grade. The possibilities of error owing to these two factors 
should be borne in mind. Discussion of how far they affect the 
results will be found in the course of the paper. The total 
number of sons whose fathers’ occupation could be discovered 
was 2,239, of whom 1,475 were juveniles and 764 adults. 


II. MovEMENT OUT OF, AND INTO, EACH GRADE 


The first striking result of the investigation (Table A) is 
that the proportion of sons who belong to a lower occupational 


1 Twenty-two was taken as the age of reaching adult manhood, as it was 
found that it is not until 22 that a wage-earner normally obtains the adult 
wage-rate, 
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grade than their fathers, the proportion, that is, who may be 
said to have moved down the social scale, is quite definitely 
larger than the proportion of those who have moved up. Those 
who remain in the same grade as their fathers compose, however, 
the largest of the three groups. 

It would be misleading to suggest that these figures indicate 
a net decline in Occupational Grade between the two generations. 
Not only the number of movements, but also the distance covered, 
the actual length of the “ jumps” in grade must be considered. 
This is done in Table B. It will be seen that if each movement 
is weighted according to the distance, in grades travelled, the 
movement up and the movement down almost exactly balance ; 
for those going up appear to travel slightly further than those 
going down. (Even this method of measurement is not entirely 
satisfactory, because it assumes equality in the steps between 
any one grade and the next.) 


TaBLE A 
Grade of Son Relative to Grade of Father. 


Percentage of Sons who have moved 
Total 
Number 
Up. — Neither Up of Sons. 
nor Down. 
AllSons . 28-3 34:8 37-0 2,239 
Juvenile Sons. 28-9 34-6 36-5 1,475 
Adult Sons . 27-0 35-2 37-8 764 
TaBLE B 


Mobility According to Extent of Movement. 


No. of Grades moved 1 2 3 4 5 6 Total. 
Up : . | No. of Sons moving 261 179 46 103 39 3 1 632 
Down . . | No. of Sons moving 387 269 57 41 20 4 1 779 


Average move upwards 2-2 grades. 
Average move downwards 1-8 grades. 


From Table B we see, also, that the great majority of sons 
who have moved up or down from their fathers’ grades have only 
moved a short way. Practically 70 per cent. of those going up, 
and nearly 85 per cent. of those going down, have moved one or 
two grades only. The most conspicuous ascent in the sample is 
a jump of seven grades by a man of 20, the son of an unskilled 
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labourer, who is recorded as studying for Holy Orders. The 
high proportion of sons who move four grades up is significant. 
It is accounted for mainly by semi-skilled and unskilled labourers’ 
sons who become clerks or shop assistants. 

There are necessarily two aspects from which the mobility 
of people in a certain social class or grade must be considered. 
First, we need to discover what proportion of those born in a 
certain grade move out into other grades. Secondly, we should 
find out what proportion of the people in a certain grade were 
originally born into other grades. It is obviously misleading to 
consider mobility from one of these aspects alone.t We will, 
therefore, discuss separately each of our Occupational Grades, 
being careful to bear in mind both points of view. The figures 
mentioned will be found in Tables C and D. In Table C, each 
horizontal line shows what has happened to all the sons of men 
in a particular grade. It gives the proportion of the total sons 
entering each grade. In Table D, all the sons at jrcsent-occupy- 
ing a particular grade ave distributed along each horizontal line 
according to the grades of their fathers. 


TABLE C 


Table showing, for each Occupational Grade of Fathers, the 
Occupational Distribution of their Sons. 


Percentage of Sons now in Occupational Grade. 
™ of 
ons 
E 1&2 3 4 5 6a. 6 ra 8 9, Total Sam- 
pled. 
00 | 00 | 00| 00/00 | 00] 00] 00! 00] 00 0 
o 3 0-0 8-3 16-7 | 16-7 | 0-0 25:0 | 23-0 8-3 2:0 | 100 48 
© 4 0-0 0-0 52:3 48 | 0-0 14:3 | 143 | 14:3 0-0 100 21 
3 5 1-2 12 116 | 21:0 | 0-0 16:3 | 15:1 | 26:8 7-0 100 86 
3 6a 0-0 16 13-1 49 | 16 18-0 | 16-4 | 39-4 49 100 61 
6 0-2 0-3 9-6 72) 00 | 13-7 | 35°5 2-8 100 613 
7 0-0 0-6 8-2 7-4 | 00 16-0 | 18-4 | 46-0 3-6 | 100 527 
q 8 0-1 0-1 41 6-8 | 0-0 12-6 | 13-4 | 58-0 | 27-3 100 872 
3 9 0-0 0-0 18-2 0-0 | 0-0 27-3 | 18-2 | 27-3 9-1 100 1l 
a Total . 0-1 0-5 7-9 7-7 | 0-04 | 18-9 | 15-1 | 45-9 3-9 100 
6 | No. of | 
Sons 
Sampled 3 12 177 172 1 424 337 | 1,025; 88 2,239 


1 For example, Professor Chapman and Mr. Marquis in an article on ‘‘ Re- 
cruiting of the Employing Classes from the Ranks of Wage-earners in the Cotton 
Industry ” (J.R.S.S., February 1912), discovered by a sample inquiry that 76 per 
cent. of weaving employers, 73 per cent. of spinning-mill directors and 84 per 
cent. of spinning-mill managers were originally wage-earners. These figures are 
certainly striking, but no indication of the real breadth of the ladder from 
wage-earner to entrepreneur can be gained without some knowledge of the pro- 
portion of the total wage-earners which those who rise to managerial positions 
make up. 
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TABLE D 
Table showing, for each Occupational Grade of Son, the Dis- 


tribution of Sons according to the Occupational Grade of their 
Fathers. 


Percentage of Sons with Fathers in Grade. 
No. of 
142.) | 4 | | | | 7% | & | 9 | Total) Sons 
pled. 
wites 0-0 00} 0-0 | 33:3 0-0 | 33-3 0-0 | 33:3 | 0-0 100 3 
° 3 0-0 33:3 0-0 8-4 8-4 | 16-6 | 25-0 8-4 0-0 100 12 
4 4 0-0 45 6-2 5-7 45 | 33-4 | 24-3 | 20-4 4-1 100 177 
z 5 0-0 4:7 | 06 | 10-4 1:7 | 25-6 | 22-7 | 34:3 | 0-0 100 172 
fo} 6a 0-0 0-0 0-0 0-0 | 100-0} 0-0 0-0 0-0 0-0 100 
= 6 0-0 2:3 | 0-7 3:3 2:6 | 44-4 | 19°83 | 25:7 | 0-7 100 424 
0-0 3:3 0-9 3-9 3-0 | 25-0 | 28-8 | 34-7 0-6 100 337 
8 0-0 0-4] O83 2-2 2:3 | 21-3 | 23-6 | 49-5 | 0-3 100 | 1,025 
9 0-0 11} 00 6-8 3-4 | 19-4 | 21-6 | 466 | 1-1 100 
Total .| 00 21] 09 3-8 2:7 | 27-5 | 23:5 | 39:0] 05 100 
No. of 
Sons 
Sampled 0 48 21 86 61 613 | 527 | 872 11 2,239 


It is surprising to find that 90 per cent. of the sons of fathers 
in Grade 3 have found their way into an inferior grade. But, 
owing to the nature of the sample, the relative proportions of 
sons ascending and descending from Grade 3 cannot be regarded 
as significant. It is, however, worth observing that half those 
who descend from Grade 3 are to be found in the skilled and 
semi-skilled manual grades; only one-third are found in Grades 
4 and 5, which represent on the whole the inferior branches of 
Grade 3 occupations. 

Grade 4, that of “ Ordinary Clerks,” is remarkable in two 
ways. First, the total number in the grade has increased enor- 
mously. Under 1 per cent. of all sons sampled have fathers 
who were clerks; but nearly 8 per cent. of the sons are them- 
selves clerks. The numbers in this grade have increased more 
than those in any other. Secondly, the number of clerks whose 
sons follow the same occupation is especially high: 52 per cent. 
of the sons of clerks are themselves clerks. The rest nearly all 
become manual labourers. This high proportion has been 
swamped by the great influx into the Clerical grade in the second 
generation, for only 6 per cent. of present clerks are sons of 
clerks. Where do the rest of the grade come from? The largest 
proportions (33-4 per cent. and 24-3 per cent.) come, it will be 
seen, from the grades of skilled and semi-skilled manual labour, 
and it was found that three-quarters of those who move from 
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Grades 6 or 7 to 4 are juveniles.1_ The same trend is distinct 
among adult sons, though rather less marked. Over 20 per cent. 
are sons of unskilled workers, though in this case the proportion 
of adult workers is higher (42 per cent.). It looks as though the 
stream into the Clerical grade from unskilled labour is smaller, 
but has been flowing longer, than that from the skilled and semi- 
skilled workers. The numbers coming to Grade 4 from the 
immediately adjacent non-manual grades, 3 and 5, are not merely 
small but represent comparatively small proportions of the total 
numbers moving out of Grades 3 and 5. 

Grade 5, comprising Shop Assistants and those in Minor 
Commercial posts, including proprietors of small shops, has 
also increased greatly in numbers over the period covered by 
the two generations. The proportion of persons in this group 
has been almost exactly doubled, rising from 3-8 per cent. to 
7-7 per cent. of the total. Twenty-one per cent. of those born 
into Grade 5 remain in that class, but the largest group~(26-8 per 
cent.) consists of those who sink into the grade of unskilled 
labour. The influx into Grade 5, like that into Grade 4, is 
composed almost entirely of the sons of manual labourers. As in 
Grade 4, the movement from manual to non-manual labour is 
much more conspicuous among adult than among juvenile sons. 
It is worth noting that this stream flows both ways; in both 
directions it is wider between 8 and 5 than between 6 or 7 and 5, 
and the number moving up the stream is between two and three 
times as great as that moving down. When considering Grades 4 
and 5 it must, however, be remembered that the sample is a 
working-class sample, and that therefore this movement from 
manual labour into the grades on the edge of the working class 
is probably somewhat exaggerated. 

Of the 61 sons of men in 6a—Foremen, etc.—only one son 
is himself in 6a. This man represents, indeed, the only member 
of Grade 6a in the sample of sons. The reason presumably is 
that the ages of the sample of sons are necessarily somewhat 
below the average of foremen and men in supervisory positions. 
The sons of 6a men fall into much the same grades as the sons 
of skilled workers. The large proportion who become unskilled 
labourers is remarkable; a number of foremen, however, are 
probably taken from the ranks of unskilled workers. 

Grade 6 (Skilled Workers) shows a remarkable decline between 


1 The movements of sons from their fathers’ grades were separately analysed 
for adult and juvenile sons, though the detailed tables have not been included 
in the paper. The results are summarised in Table A. 
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the two generations. From 27-5 per cent. of the fathers it sinks 
to 18-9 per cent. of the sons. The largest group of the sons of 
skilled workers is found in Grade 8 (35-5 per cent.) ; 30-6 per cent. 
remain in their father’s grade; another 16-8 per cent. become 
clerks or shop assistants in Grades 4 or 5. The last group seems 
only a small proportion of those who move out of Grade 6, but, 
as we have seen, they represent a large proportion of the total 
influx into 4 and 5. Although on balance Grade 6 is considerably 
depleted, there is a certain inflow, made up mainly by the sons of 
men in Grades 7 and 8. 

The number in Grade 7 (Semi-skilled Labour) also shows a 
considerable decline between the two generations, sinking from 
23-5 per cent. to 15 per cent. of the total. The number of those 
sons who remain in this class is low, and nearly half the sons 
sink into the unskilled labour group. Of the remaining third, 
who rise in grade, half become skilled labourers and the remainder 
non-manual workers. The influx into Grade 7 is derived mainly 
from the other two grades of manual labour, but especially from 
unskilled workers. 

Grade 8 (Unskilled Workers) is like Grades 4 and 5 in that it 
has increased considerably over the two generations covered. 
The increase is accounted for partly by the very high proportion 
(58 per cent.) of sons of unskilled labourers who remain in 
Grade 8—the highest proportion of sons remaining in their fathers’ 
class in the sample—and partly by an influx coming in equal 
proportions from Grades 6 and 7. To the extent of nearly 
50 per cent., indeed, the unskilled group is made up of the sons 
of men in the higher manual grades who have fallen to a stan- 
dard lower than that occupied by their fathers. Those who 
move out of Grade 8 are also found mainly in Grades 6 and 7, 
though over 11 per cent. rise to the non-manual workers’ grades. 
It is evident that while the grade of unskilled labour is rather 
more stable than most grades, there is nevertheless a by no 
means negligible possibility of rising out of it. 

Yet the figures given here, it is interesting to see, hardly 
bear out the results of the two other investigations we have 
mentioned. Professor Chapman and Mr. Abbott, in their inquiry 
among scholars in Lancashire continuation schools, found that 
only 10-9 per cent. of the sons of unskilled workers remained in 
that grade. Chapman and Abbott’s classification “‘ unskilled ” 
is, however, mainly composed of general labourers. Unskilled 
workers in the textile or metal industries would be recorded 

1 J.RSS., May 1913. 
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under “ textile’ or ‘“‘ metal.” In our sample, of course, they 
would all come into Grade 8. Moreover, their investigation was 
made in a number of Lancashire towns specialising in particular 
industries. In such places the proportion of unskilled workers 
would naturally be low compared with the proportion in an 
area like Merseyside, whose docking and transport interests 
require an enormous number of more or less unspecialised and 
unskilled workers. Also Chapman and Abbott’s inquiry was 
made in 1912, and there can be little doubt that the proportion 
of unskilled workers in industry has appreciably increased over 
the last two or three decades. Clearly, the greater the proportion 
of workers in a particular class, the fewer persons may be expected 
to emerge from it. It is to be expected, therefore, that our 
figures should show more stability among unskilled workers 
than those of Chapman and Abbott. 

A less striking but considerable divergence is found between 
our figures and those of Professor Ginsberg ih his article on 
Interchange among Social Classes.” From his figures obtained 
from Professor Bowley’s survey of five towns in 1924 we find 
that 29-1 per cent. of the sons of unskilled workers are themselves 
unskilled workers, as against our 58 per cent., while 64-2 per cent. 
of his skilled workers’ sons are themselves skilled as against 
30-6 per cent. in our figures. Again the difference seems to be 
chiefly due to the difference between localities. In Bowley’s 
five towns, according to Ginsberg’s figures, over half of the work- 
ing-class fathers and male children are “ skilled workers,” and 
only about 20 per cent. are unskilled. The proportions in our 
sample are almost reversed—almost 50 per cent. are unskilled 
and only about 20 per cent. skilled. The divergence seems to 
be due to the differing importance of the two groups of workers 
in the different industrial areas. The comparison brings out the 
important point that movements out of and into large groups 
are rarer than movements out of and into small groups. Where 
nearly half the working class are unskilled labourers, unskilled 
labourers’ sons are far less likely to rise than in a town where 
only one-fifth belong to their grade. 

Persons in Grade 9 are not always easy to recognise, since 
the information on the household inquiry cards does not always 
indicate for how long an unemployed man has been out of work. 
So it is possible that the figures for this grade are not complete. 
It is clear, in any case, that membership of this grade is not 
confined to the elderly, for the number of sons whose fathers 

1 Economic JouRNAL, December 1929, p. 565. 
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are in Grade 9 is only one-eighth of the number of sons who 
are in that grade themselves. The sons of men in Grade 9 are 
fairly well distributed over the manual grades and some are to 
be found among the clerks. There is no indication that a father 
who is unfit to work or unemployable is any very considerable 
obstacle to a son’s career. 

The sons found in Grade 9, nearly three-quarters of whom 
are juveniles, are recruited from all grades, though nearly half 
come from unskilled labourers’ homes. It was found, though the 
figures do not appear in any of the printed tables, that a slightly 
larger proportion than the average of the sons in this group come 
from unemployed fathers, and that this is especially noticeable 
among juveniles. But for the most part it seems that the 
individual’s own fault or infirmity is responsible for his position 
in this grade. 


A comparison of mobility among juvenile and adult sons 
(Table A) shows that on the whole there is a remarkable degree 
of resemblance. This seems to indicate that no very extensive 
change has taken place in the extent of occupational mobility 
over the last twenty or thirty years. 


TABLE E 
Mobility of Sons in Relation to Degree of Employment of Father. 


Degree of Employment of Father. 
Full- Part- Unem- 
Time. Time. ployed. sone. 
Per cent. (Ur 27-9 25-8 31-0 33-3 
of Sons; Down . 37-9 31-3 31-5 
moving | Neither up nor down 34:3 51-7 37°8 35-2 
100 100 100 100 


In Table E the positions and movements of sons are correlated 
with the “ Degree of Employment” of their fathers. It is 
interesting that so large a proportion of the sons of part-timefathers 
(most of whom are casual and unskilled workers) should remain 
in their fathers’ grades. 

In Table F we can see separately the extent of movement 
between the manual and the non-manual classes in the sample. 
It will be noticed that the flow from the manual to the non- 
manual class represents a very large proportion of the non- 
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TABLE F 


Mobility between Manual and Non-Manual Occupational Grades. 
(Non-manual Grades: 1 to 5. Manual Grades: 6a to 9.) 


Grade of Son. 
Juvenile Sons. Adult Sons. All Sons. 

Non- Non- 3 Non- . 

Man- | |-rotal.| Man- | |rotal.| Man- | |-rotal. 

ual. ual. ual. 
Grade of 

Father : 

Non-Manual 42 46 88 20 47 67 62 93 155 
Manual 206 | 1,181 | 1,387 96 | 601 697 | 302 | 1,782 | 2,084 
Total . 248 | 1,227) 1,475] 116 | 648 | 764 | 364 | 1,875 | 2,239. 


manual class entered, but only a small proportion of the manual 
class left. The flow downwards is much less considerable: 15 
in 100 sons of manual workers become non-manuals; 5 in 100 
manual workers are the sons of non-manuals. 


TABLE G 
Destination of Sons of Non-Manual Workers going inio Manual 
Classes. 
Manual Adult Sons | Manual Juvenile All Manual Sons 
with Non-Manual Sons with Non- with Non-Manual 
Fathers. Manual Fathers. Fathers. 
Percentage Percentage Percentage 
Num- of all Num- |of all Juve-| Num- of all 
ber. | Adult Sons| ber. j|nileSonsin| ber. Sons in 
in Grade Grade. Grade. 
In 6a 0 0-0 0 0:0 0 0-0 
6 ll 8-0 18 6:3 29 6-8 
7 18 10-7 9 5:4 27 8-0 
8 13 41 17 2-4 30 2-9 
9 5 20-9 2 3-1 7 8-0 
Total 47 7:3 46 3:8 93 5:0 


In Table G an analysis is made of the actual grades into which 


non-manuals’ sons who become manual workers tend to fall. 
The high proportion of juvenile sons going to Grade 6 shows that 
quite a large number of lower middle-class fathers are now 


apprenticing their sons to skilled manual trades. 


No. 162.—vo.u. R 
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III. Mosrirry 1n Certain TRADES 


Besides the figures relating to mobility among Occupational 
Grades, some information has also been collected about certain 
locally important trades and industries. The household survey 
cards on which the father is a member of one of the specified 
trades have been taken out and the occupation of the son or 
sons discovered. 


TaBLe H 
No. of Sons | Percentage 
Occupation of Father. Total No. | in Father’s | of Sons in 
of Sons Trade. Father’s 
Trade. 
Small Dealer 61 ll 18 
Independent Worker . ‘ , 85 17 20 
Engineering and\Skilled 148 17 114} 15 
Building } 32 2 124} 17 
Railwayman 101 8 8 
Dock Labourer . 2 257 51 20 
Seaman. ‘ 158 40 25 
979 173 17} 


The trades in question are :—1. Small Shopkeepers; 2. Inde- 
pendent workers; 3. Engineering and Shipbuilding, divided into 
skilled and unskilled workers; 4. Building, skilled and unskilled ; 
5. Railwaymen; 6. Dock Labourers; 7. Seamen. The sons of 
small shopkeepers and independent workers who are employed 
by their fathers are counted as small shopkeepers or independent 
workers. It will be seen that this classification in some cases 
cuts across the ten Occupational Grades with which we have so 
far dealt. There are, of course, a°certain number of other trades 
of local importance which are either too indefinite for our purpose 
—such as general labourers—or which can be at any rate approxi- 
mately identified with one of our other groups—such as clerks 
or shop assistants. 

Table H summarises the results of this investigation. It will 
be seen that on the average 18 out of 100 sons of men in these 
industrial groups follow their fathers’ trades. This figure is very 
much lower than the corresponding figure for Occupational Grades, 
for we found before that 37 out of 100 men remain in the same 
grade as their fathers. There is evidently a good deal of shifting 
among the different industries in the same Occupational Grade. 
The highest percentage of sons remaining in their father’s trade 
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is found among Seamen (25 per cent.), while the lowest is found 
on the railways (8 per cent.).1_ A certain tendency, but not a 
very considerable one, was found to exist towards interchange 
between skilled and unskilled branches of the same trade. Four 
builders’ labourers, for example, had sons who were craftsmen, 
while four craftsmen had labourer sons. 

From the same data also we were able to find out which trades 
contribute mainly to the influx from manual to non-manual 
occupations which we have discussed above. We found that 
approximately one-quarter of the sons of building, engineering 
and shipbuilding craftsmen and of railwaymen make their way 
into non-manual occupations. On the other hand, an exception- 
ally small proportion of the sons of dock labourers emerge from 
manual labour. 

These figures may again be compared with those obtained 
from the inquiry by Professor Chapman and Mr. Abbott. They 
found that on the average about 36 per cent. of the sons follow 
their father’s trade as against our figure of 18 per cent. For 
“ Building and Working in Wood” they give 24:2 per cent. 
against our 17 per cent. for Building (Skilled and Unskilled). 
For ‘“‘ Metals ” they give 33-3 per cent. against our 13 per cent. 
for Engineering and Shipbuilding. The discrepancy is extremely 
interesting because it tends to support the view *® that com- 
paratively small towns with local industries breed a certain 
industrial stability among all the population whether employed 
in the localised industry or not. Towns like Blackburn, Bolton, 
Burnley, Oldham, Rochdale and Stockport—where Chapman and 
Abbott obtained their information—are typical examples of 
specialising industrial centres. Except for Stockport—a hatting 
centre—these places are all textile towns, and the low degree of 
mobility in the textile industries is well known.‘ It is significant 
that other industries, such as Metals and Building, should also 
show such low mobility there. In Merseyside, on the other hand, 
a great area with a vast diversity of trades and industries, mobility 
among them is very considerable, and the extent to which sons 
follow their fathers’ occupations relatively small. 


1 The percentage among dock labourers is worth noting, since preference in 
the issue of new tallies is given to dockers’ sons. (F. G. Hanham, Report on 
Casual Labour in Merseyside Area, p. 22.) 

2 J.RS.S., May 1913. 

3G. C. Allen, “Labour Transference and Unemployment,” Economic 
JOURNAL, June 1930. 

« See, for example, J. Jewkes, ‘‘ Mobility of Labour in the Cotton Industry,” 
Economic Journal, March 1928. 
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On the other hand, it will be remembered that when dis- 
cussing Occupational Grades we found that mobility among them 
was far less frequent in Merseyside than in Chapman and Abbott’s 
Lancashire towns, or in Bowley’s five towns. The conclusion 
suggested is that in the smaller, specialising towns, mobility 
among industries is rare, but there is a good deal of movement 
among the different grades of skill. On Merseyside there is far 
more mobility among the various trades, but less between the 
Occupational Grades within each industry or in industry as a 
whole. 

Our general conclusion is, then, that mobility among Occu- 
pational Grades, while not appearing to increase much over the 
last generation, is on the whole considerable, but that movements 
upwards are generally balanced by movements downwards. The 
social ladder seems to lift more than one man in four to a grade 
higher than that into which he was born, while more than one man 
in three falls to a lower grade than his father’s. At the same 
time, movements, both up and down, rarely cover more than a 
very few rungs of the ladder. Mobility between manual and 
non-manual occupations is frequent; the moves upwards, how- 
ever, more than balance those downwards. Between the two 
generations there has. been a considerable accretion of strength 
to the non-manual relatively to the manual grades. Mobility 
among industries seems to be even greater than that among 
Occupational Grades; only one man in six remains in the same 
trade as his father. 

If these conclusions represent the position in the population 
as a whole, it can hardly be said that the Occupational Grades 
into which the people in our sample are classified are in any 
complete sense “‘ non-competing groups.” It is evident that for 
a boy entering work, choice of occupation is by no means restricted 
to the type of occupation—or much less to the particular trade— 
followed by his father. So far as the influx of fresh workers into 
industry is concerned, there is very definite competition between 
skilled, semi-skilled and unskilled work and between manual and 
non-manual occupations. 


My thanks are due to Mr. D. Caradog Jones, Director of the 
Merseyside Social Survey, for his guidance and assistance in the 


preparation of this paper. 
C. T. SAUNDERS 


MR. KEYNES’ TREATISE ON MONEY 


A Treatise on Money. By J. M. Kerynss, Fellow of King’s 
College, Cambridge. In two volumes. Vol. I. The Pure 
Theory of Money, pp. 363. Vol. II. The Applied Theory 
of Money, pp. 424. 15s. each. 


AFTER an interval of several months from publication, a 
review of a long-anticipated and much-discussed book like this 
tends to be a review also of readers and receptions. The merit 
of the work itself in this case becomes for a time much involved 
with individual reactions to the challenging personality of the 
author, and all the different complexes which his public record 
has created. Frankly, so far, the book seems to have baffled 
the bankers, who, quite unused to inner economic analysis 
beyond a very static type, find in this new masterpiece of dynamic 
economics, headaches of the most formidable kind. And small 
wonder : for the chapters on definitions and fundamental equations 
are absolutely essential to anyone who would follow through the 
proof of the argument, and they are exceedingly concentrated 
reading. Indeed, they are not reading at all, in the ordinary 
sense, but concentrated study, such as the average business and 
professional man has not needed to employ since he left college 
and examinations. Some of these pages certainly demand a 
half-hour each of close application before the reader is entitled 
to proceed. But to anyone who is concerned, not with proofs 
but results and doctrine, it is by no means so essential to master 
these sections provided that their general drift is understood 
and for the time being accepted. But the average banker is not 
disposed to put his hand trustfully in that of Mr. Keynes, and 
be led forth through devious and unknown ways. He is, indeed, 
afraid of being ‘“‘ taken for a ride,” in the Chicago sense. In 
fact he is nervous of being “ had,” and certainly even if he is 
ready to be a disciple, he is afraid of his colleagues, and of having 
himself to “explain why.” It will probably be a good many 
years before the full implications of this work will be a part of 
the mental machinery of the head offices of central and deposit 
banks, and there are many good reasons why it is not of much 
use in some of them singly, for it needs general comprehension 
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and readiness of acceptance before its full practical values can 
really accrue. 

The academic world is not always without its camps and its 
jealousies, and its reluctances to make admissions of a large and 
generous order. Nevertheless, private recognitions are now 
rapidly accruing, and no work of this remarkable force can, in 
an environment of reasonably disinterested intellectuality, and 
love of truth, fail to strike its mark fairly soon. Indeed, the 
more brilliant of the undergraduate world are, I find, quicker to 
realise its potentialities than the cautious and conservative pro- 
fessors. It is to them, going out into the active professional 
world, that we must look for the widespread infiltration of 
practical affairs by the central ideas of the book. 

Professor Pigou has already described this treatise as “ im- 
portant and ambitious.” Certainly, hardly anything in the 
Theory of Money can ever be quite the same again, and I doubt 
if anyone can now go over any of his past work in this field 
without wishing to modify some of his expressions and without 
wanting to touch up even the most finished of his products with 
the new tools he has obtained. 

In many respects I regard Mr. Keynes’ work as the most 
penetrating and epoch-making since Ricardo, and in saying that 
I do not under-estimate the immense value of the synthesising 
work of Mill, Marshall and Pigou, and the general new incisive 
analysis of Jevons and the Austrians. For, this method of 
attack may lead us into quite new fields, and the author himself 
has not explored them all by any means, though he has mapped 
out a programme and given some provisional rules. 

I do not suggest for a moment that the work is perfect in 
form. In some places it is unnecessarily difficult—by which I 
mean it can be made easier on a second approach. Mr. Keynes 
had to ‘“ get it born” somehow, and he tells us the story of 
his labouring in the preface: ‘‘I could do it better and much 
shorter if I were to start over again.” The marvel is that it is 
so satisfactory architecturally as we find it, and it would be 
most ungrateful to cavil at some of the effects of the mode and 
challenging, changing time of writing. We must all feel that 
recent events have completely bankrupted the old monetary 
analysis both as a means of explanation and also as a practical 
guide. It would have been a less service to delay it several years 
in order to give it greater perfection. But I agree with Professor 
Pigou that the author might now well write a short work embody- 
ing his chief conclusions for the general reader, and to the banker 
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and student of affairs such a book would form an introduction 
to the larger work. The author calls this “forcing his way 
through a confused jungle ’—a collection of material rather than 
a finished work, but in this he does himself much less than justice. 

In a complete treatise, Mr. Keynes necessarily had to deal 
with aspects ancillary to his main thesis, and there are, therefore, 
various chapters which do not contain the same note of origin- 
ality as the others. But, even in these, his touch and treatment 
are fresh and distinctive—nowhere is he merely summarising 
and recording existing material, for he brightens, retests, criticises 
and adorns. So, combined with his broad treatment are a 
“number of discussions which might have been the subject of 
separate monographs.” Book I opens with classifications of 
money and bank money, where appears a discussion of the con- 
troversy, partly verbal, as to how and by whom bank deposits 
are “ created,” and also a definition, destined later to be of 
much importance, of savings deposits, the criterion of~which is 
that they are not required for current payments and can, without 
inconvenience, be dispensed with, if some other form of invest- 
ment is seen to be preferable. Such savings deposits are here 
somewhat in excess of one-half of the whole. Book II deals 
with the Value of Money—purchasing power tested in different 
ways—the plurality of secondary price levels, the diffusion of 
price levels, and the theory of comparisons of purchasing power. 
At one point he says very justly, “I do not believe that Great 
Britain would have returned in 1925 to the gold standard at the 
pre-war parity if it had not been for the habit of regarding the 
wholesale standard as a satisfactory indication of general pur- 
chasing power.” In his study of index-numbers I think he 
inclines to do less than justice to the Chain Method, for while it 
may not be the best to adopt when a full equipment is available, 
its practical value for “ running repairs” when away from home 
and help is very great. 

In Book ITI, “ The Fundamental Equations,’ we reach the 
heart of Mr. Keynes’ new theory and the most difficult and 
original passages of the two volumes. It is especially important 
that “ profits ” are particularly and closely defined in the residual 
sense of windfalls or differentials, all normal remunerations and 
interest and regular monopoly gains having gone into “ income ”’ ; 
such profits are, of course, often negative. “ If an entrepreneur 
spends part of his profits on current consumption, then this is 
equivalent to negative savings, and if he restricts his normal 
consumption because he is suffering windfall losses, this, on the 
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other hand, is equivalent to positive saving.” If these special 
definitions are not kept in mind, in reading the later chapters, all 
is lost. Mr. Keynes then restates the Quantity Theory identities, 
but with the important aim of separating out those factors, 
through which, under a dynamic system, the causal process 
actually operates during a period of change, and arrives at his first 
statement, now so obvious, but so far-reaching : 


“TI propose, therefore, to break away from the traditional method of 
setting out from the total quantity of money irrespective of the purposes 
on which it is employed, and to start instead—for reasons which will become 
clear as we proceed—with the flow of the community’s earnings or money- 
income, and with its two-fold division (1) into the parts which have been earned 
by the production of consumption-goods and of investment-goods respec- 
tively, and (2) into the parts which are expended on consumption-goods 
and on savings respectively. 

“We shall find that, if the first of these divisions of the community’s 
income is in the same proportion as the second, i.e. if the output measured 
in cost of production is divided between consumption-goods and invest- 
ment-goods in the same proportion as expenditure is divided between 
current consumption and savings, then the price level of consumption- 
goods will be in equilibrium with their cost of production. But if the 
proportionate divisions are not the same in the two cases, then the price- 
level of consumption-goods will differ from their cost of production. 

“The price level of investment-goods, on the other hand, depends on 
a different set of considerations, which we shall come to later.’’ 


He finds that profits and losses are first an effect rather than 
a cause, but having come into existence are then the mainspring 
of change. It is vital to his argument that the actual price level 
of investment is the resultant of the sentiment of the public 
and the behaviour of the banking system. It used to be sufficient 
to say that savings—purchasing power put into the money 
machine—were really spending, on a different class of goods, 1.e. 
productive goods. But the essence of Mr. Keynes’ theory is 
that the decision to save instead of spending on consumption- 
goods is made by a different set of minds and on different principles 
(in the way it divides purchasing power) from the decision to 
spend on production-goods (i.e. to invest) by those waiting and 
working at the practical investment outlet of the money machine, 
and there is nothing immediately to compel investment to be 
equal to savings. The whole of the theory is bound up with the 
results of these disequilibria. ‘‘ The performance of the act of 
saving is in itself no guarantee that the stock of capital goods 
will be correspondingly increased.” 

At first blush, and through a condensed description, it may be 
thought that we have here little more than an elaborate way of 
putting old theories of “ over-saving ”’ or ‘‘ under-consumption.”’ 
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But actually, although, as Mr. Keynes says, they have some 
affinity, they are based on quite a different point. Messrs. 
J. A. Hobson, and Foster and Catchings, have stressed an appro- 
priate equilibrium between the devotion of human effort to 
consumption and production goods respectively—according to 
them there is an ideal, unspecified proportion between the two 
efforts, and when this proportion is departed from, trouble 
ensues. The kind of trouble they see at the bottom of our 
social disturbance is ‘‘ too much saving,” that is, too much put 
into instrumental goods, so that the consequent production finds 
too little consumption demand to meet it. Mr. Hobson at any 
rate traces the actual potentiality of over-saving in a maldis- 
tribution of income—too much income in the hands of a few 
whose consumption wants are few. But Mr. Keynes does not 
stress this ideal proportion. He would say, whatever proportion 
you actually have between the two, you must be consistent on 
both sides of the account. He does not say it should be 80 per 
cent. and 20 per cent. rather than 90 per cent. or 10 per cent., 
but whichever it is, it must apply to both the total production 
divided between the two classes, and total purchasing power 
divided between consumption spending and investment spend- 
ing, and if the proportions differ—if the rate of investment lags 
behind the rate of savings—then trouble must result. He 
remarks, with complete justice, it seems to me: ‘‘ They—Messrs. 
Hobson, etc.—are occupying an entirely different terrain from 
my theory, inasmuch as, on my theory, it is a large volume of 
saving which does not lead to a correspondingly large volume of 
investment (not one which does) which is the root of the trouble.” 
But he acknowledges that they deserve recognition for trying to 
analyse the influence of saving and investment on the price level 
and credit cycle when the majority neglected this aspect— 
although they stopped short of the true link with the theory of 
money. Mr. Keynes finds that the writer coming nearest to the 
centre of his position is Mr. N. Johannsen (A Neglected Point in 
Connection with Crises, 1908, and pamphlets 1925, 1926 and 
1928). “* His doctrine of ‘ Impair Savings,’ 7.e. of savings with- 
held from consumption expenditure, but not embodied in capital 
expenditure, and so causing entrepreneurs who have produced 
goods for consumption to sell them at a loss, seems to me to 
come very near the truth.” But this writer does not go to the 
point of temporary disequilibrium, adjustable by a changed 
rate of interest, as a chronic state of affairs in society—he does 
not envisage it as a banking machine defect of transmission. 
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Mr. Keynes finds that Tugan-Baranovski assumes that savings 
“accumulate ” during depression to be used up in booms, and 
also has the maldistribution of wealth complex. He puts the 
credit for the pioneer work upon Mr. Dennis Robertson, where 
we shall all be glad to leave it, presuming that Mr. Robertson 
will give Mr. Keynes credit for hatching out the fertile egg laid so 
unobtrusively in “ Banking Policy and the Price Level ”’ which 
Mr. Robertson himself, after a well justified crow, left to its fate. 

In the modus operandi of the bank rate, some important 
new distinctions are made—the discouragement of investment 
relatively to saving, in its effect on prices, being brought to the front 
asacausalelement. ‘ There has been no more harmful confusion 
within the field of monetary practice than the belief that bank rate 
has done its work when it has produced a fall in the price level, 
irrespective of whether this is due to selling at a loss or to a decline 
in the costs of production, i.e. irrespective of whether the deflation 
which it has produced is a Profit Deflation or an Income Deflation.” 

In Book IV we have the ‘‘ Dynamics of the Price Level,” in 
which the author does skilful manipulations of the creatures he 
has made, and savings and investment gyrate in what, on first 
reading, is a giddy maze, but which on a closer acquaintance is 
a brilliant and profound analysis—a perfect orgy of symbolic 
and difficult reasoning, which will defeat all but the most practised 
and persevering. 

In the second volume on Applied Theory we are soon back 
into savings deposits and velocities, backed by a use of all avail- 
able statistical material, which, to say the least, is courageous, 
though I am bound to say rarely foolhardy. By the analysis of 
deposits into two sections, it is shown that an apparent stability 
of monetary factors may really bé covering up important changes 
in the relative velocity of the two parts, which have far-reaching 
consequences. Mr. Keynes gets results of great value by dividing 
price level conceptions hitherto taken in one, and produces a 
completely new picture. He does the same with deposits, and 
indeed with like fundamental importance. One wonders whether, 
lurking behind other single conceptions, there may not be other 
double and diverse influences. For example, Mr. Keynes tends 
to treat “ savings” as subject to a single influence of rate. He 
does not take the separate component psychologies of savings, 
made familiar by Professor Gonner—those sections in which the 
response to a higher rate is to make it necessary to save less, 
instead of more—but probably on balance this is insignificant. 
More important, I suspect, is a further analysis of “ Profits ” 
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looked at as an aggregate—first an aggregate made up of slight 
tendencies all in one direction, and second an aggregate of a 
large mass of profits in certain sections rather outbalancing an 
aggregate of losses. I imagine that dispersion is just as important 
as aggregation, and that the behaviour of the Keynesian analysis 
could not be identical for two similar total effects made up of 
widely different types. Again, ‘“ business losses ’’ are financed by 
excess saving—but such losses can be broken up into a diverse 
classification. Some businesses definitely finance a “loss 
position’ by borrowing, others by letting stocks run down, 
others by not renewing, or delaying making revenue provision 
for renewal of, machinery (involving no borrowing). Is the 
effect of borrowing, disinvestment, and restriction identical ? 
Nor is it always clear whether the business loss is brought-about 
more easily by the fact that finance is available through over- 
saving, or under-investment, or whether it is the over-saving 
which causally compels the business loss, vid price change. For 
not all losses requiring financing are due to price changes—some 
follow miscalculation and competition and individual trouble 
and backwardness. The dynamics are clear, but not always the 
direction of causation. 

The relation between development projects and “ unused 
capital” in times when savings exceed investment is obviously 
one of great importance, and different readers have apparently 
found support for different views from these pages. Strictly 
the lack of equivalence does not result in a potential fund in 
existence for any length of time. For the enhanced savings, 
according to some, may hold the old objective investments at 
higher values, a form of security inflation, and support is found 
for this in the absence of any statistical evidence of a fund await- 
ing investment. But, in Mr. Keynes’ analysis, the purchasing 
power withheld from consumption-goods lowers the demand and 
the price, and produces business losses which, put crudely here, 
are “‘ financed” by that very excess of purchasing power trans- 
ferred to saving. At some subsequent date it may be possible 
to create an excess of investment over savings, and reverse the 
process, but this is mere equivalence, and not an absorption of 
the original error. Dynamically, at the moment when private 
investment is less than savings, the surplus of the latter might | 
be prevented from financing losses by being absorbed in public 
investment which creates a demand for the right commodities 
and prevents a deflation of their price on the supply existing. 

Another brilliant passage restores a true doctrine of the 
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Wages Fund—the successors to Mill have not “ perceived the 
truth which lay at the centre of the confusion.” Following 
upon a careful distinction between productive consumption and 
unproductive consumption, he concludes that “‘ it is the flow of 
income available for consumption by the factors of production 
which constitutes the true Wages Fund, and it is the distribution 
of this fund between relatively productive and relatively unpro- 
ductive consumption which determines the volume of employ- 
ment and of output.’ Most of us have felt, in an unanalysed 
way, that the ordinary exposure of the ‘‘ Wages Fund fallacy ”’ 
left out of account limitations on the rate of expansibility of 
working capital through credit, but Mr. Keynes has made his 
unerring contribution to this analysis also. 

Book VI deals with the Rate of Investment and its fluctua- 
tion. Disequilibrium more often arises from such fluctuations 
than from changes in the volume of savings :—‘‘ Whenever the 
rate of interest changes for reasons other than a change in the 
demand schedule for the use or enjoyment of fixed capital, it is 
reasonable to expect a change in the rate of investment.” Dis- 
tinctions between increases in working capital and liquid capital 
are here very important. The practice of testing net invest- 
ment by the growth of fixed capital tends to mask the extent 
of the dependence of the community during a slump upon using 
up liquid and working capital. ‘It is precisely this shortage 
both of available output and of liquid capital which may retard 
the process of recovery even after the influences which originally 
caused the slump have long since ceased to operate.” It is a 
common practice to-day to think that a diagnosis of how the 
slump came about is also the guide to the factors which are to 
be worked upon to secure recovery. 

The chapter on Historical Illustrations contains some very 
pertinent new criticism of the depression of the eighteen-nineties, 
but its greatest value perhaps rests in its suggestive treatment 
of the United States position for the years from 1925 to 1930, 
while the analysis of the “ Gibson paradox” dealing with the 
high correlation between the rate of gilt-edged interest and the 
level of prices is of great importance in economic theory. 

In Book VII the Management of Money brings us down to 
the great banking problems of the day, and it is altogether 
beyond the scope of a review to describe the many contributions 
to analysis of recent events, and the many practical suggestions 
which Mr. Keynes makes in this field. For the first time, I 
think, he gets into reasonable focus the respective potentialities 
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of control by member banks and by central banks, as distinct 
from what he describes as “ supernational control.” ‘This portion 
should be read easily, and its main purport understood, by all 
interested in current problems. They are extremely far-reaching, 
for the fundamental assumptions of the gold standard and the 
difference between its working now and before the war become 
abundantly clear. A great deal of the critical matter centres 
round some of our (at present) quite unwarrantable expecta- 
tions: ‘‘ Can we afford to allow a disproportionate degree of 
mobility to a single element in an economic system which we 
leave extremely rigid in several other respects? . . . To intro- 
duce a mobile element highly sensitive to outside influences as 
a connected part of a machine of which the other parts are much 
more rigid may invite breakages.” 

The author deals very acutely with what is sound ee un- 
sound respectively in the innumerable proposals of currency 
cranks with their “ self-liquidating ” inflations. It is a little 
surprising, however, that he did not find more room for treatment 
of ‘‘ dual systems” of currency, designed to relieve us of most 
of our internal difficulties by a domestic unit, which would 
maintain our internal price level conditions at the same time as 
the present international unit with a varying link of exchange 
between them—such systems having been put forward by pains- 
taking and thoughtful writers. The treatise winds up with a 
chapter on Supernational Management, and the Bank for Inter- 
national Settlements, which is suggestive and indicative rather 
than exhaustive. I do not know that the progenitors in Paris 
could have done more in the constitution of the Bank if they 
had had Mr. Keynes’ book before them, but at any rate they 
would have been confirmed in their belief that they were attempt- 
ing the initial regulation of an overmastering function in the 
preservation of international social life and civilisation. 

Mr. Keynes must take rank in the greatest line of economic 
development. He has provided material for innumerable analyses 
of particular questions. Assuredly not all his individual applica- 
tions will stand. He is young enough to alter and rewrite many 
of them himself, but as first approximations they are a magnifi- 
cent contribution to realistic economic thought. In the realm of 
pure theory and analysis, I am convinced that our sense of | 
indebtedness to him will continually grow. It was not only 
stout Cortez upon a peak in Darien who had a Pacific to stare 


at! And the days of path-breakers are clearly not yet ended. 
J. C. Stamp 


REVIEWS 


Equality. By R.H. Tawney. (Allen and Unwin. 7s. 6d.) 


Mr. Tawney’s new book is, in part, political pamphlet and in 
part social inquiry. It is written throughout with the speed and 
verve of the best political pamphleteering; and in so far as it is 
social inquiry, it makes valuable contributions on several difficult 
problems in social theory. But the fusion of the two is not quite 
complete; the pamphlet element has so far predominated, that at 
certain points the other side of the case is neglected, where to 
state it would not detract from the argument but rather enrich it. 
For all that, it is, as might have been expected, a work of dis- 
tinction and of considerable importance. In it, Mr. Tawney is 
exploring comparatively new ground in social theory. It is 
extraordinary how little conscious work has been done in this 
direction, recognising the factor of class and its significance, and 
investigating the impact of economic forces upon political society. 
The book joins a body of distinguished work which has only 
recently attained any prominence in this country. 

Mr. Tawney explains his purpose in somewhat pragmatic 
terms at the beginning. He says, “ It is worth while to inquire 
whether economic efficiency may not be clogged by the presence 
of conditions which make for social inertia, and whether the path 
to its attainment may not lie to a less degree than is commonly 
supposed in the region of machinery and organisation, and to a 
greater degree in the attempt to create a more humane and 
flexible social system ”’ (pp. 18 and 19). And it is his thesis that 
since the community, to be effective, requires a common culture, 
and since a common culture rests upon economic foundations, “ it 
is incompatible with the existence of too violent a contrast between 
the economic standards and educational opportunities of different 
classes. . . . It involves, in short, a large measure of economic 
equality—not necessarily, indeed, in respect of the pecuniary 
incomes of individuals, but of environment, of habits of life, of 
access to education and the means of civilisation, of security and 
independence, and of the social consideration which equality in 
these matters usually carries with it” (p. 41). Thus widely 
interpreted, it may be granted that he establishes this part of his 
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case, and that the extension of equality in these directions would 
add to, rather than detract from the smooth and efficient running 
of the social system. 

He opens with a survey of what Matthew Arnold calls, in a 
brilliant and famous essay, the Religion of Inequality. But what 
is most interesting is to see, in the quotation from Arnold, 
inequality regarded as against nature: ‘‘ A system founded on it 
is against nature, and, in the long run, breaks down ”’ (p. 24). This 
does something to redress the balance of the discussion that rages 
on this subject; for we constantly are led to believe that only 
inequality has a natural foundation. There is as much reason for 
holding, as Arnold held, that the constant struggles of society 
towards equality, to find an equalitarian balance, are just as 
natural a tendency. One wishes that Mr. Tawney had explored 
further the suggestion contained in his first paragraph, for there 
is evidently much that is unexpected and illuminating to be found 
on these lines, and a vast deal of what is currently accepted for 
wisdom to be shown up. 

However, he does lay bare, very neatly, the common con- 
fusion between inequality as a fact of nature and as a desirable 
social end (p. 50). And he has a very penetrating remark (p. 64), 
summing up the extraordinary paradox, to anyone for whom the 
existing social system has little enough authority, that at the same 
time as it perpetuates differences between one class and another, 
it exerts a powerful influence to eliminate differences between 
individuals and to produce a common type. In the end, Mr. 
Tawney is apt to find the main obstacle to the attainment of 
equality to consist in “ habit of mind.” But surely this is in turn 
dependent on a class-structure based on inequality, which is more 
fundamental and which it is more necessary, therefore, to change. 
He seems to regard institutions as the expression of this temper of 
inequality. This, apart from its having the wrong emphasis, is 
liable to be dangerous for his argument; since if, as he does not 
deny, it is in their mental characteristics that men are notably 
unequal, on this argument it may only be natural to expect that 
the “‘ expression ’”’ of these in society will be the institutions of 
inequality. 

The second chapter, and indeed the main body of the book, is 
concerned with the relation between inequality and social 
structure. In this part Mr. Tawney makes brilliant use of the 
material collected by Professors Carr-Saunders, Clay, Ginsberg 
and others. But one wishes all the same that he had considered, 
in the section on ‘‘ Equality and culture,” what is to be said on 
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the other side. The problem as he sees it is to end social inequalities 
without in any way hurting the divergences and variety which 
are a source of richness to society. And therefore it is necessary 
to know how far culture is dependent upon this social variousness, 
and hence upon economic inequality. The defenders of the 
present system imply, even where they dare not say, that it is so 
dependent. It may be that a certain desirable variety does come 
from this juxtaposition of different social classes and standards ; 
the point is whether the advantage, if it exists—and the matter 
has to be argued out—is outweighed by its enormous disadvan- 
tages. Mr. Tawney is clearly of opinion that it is; and much of 
his book is devoted to expressing what these disadvantages are. 

The most original, and in some ways the most satisfactory 
part of the book is the section on “ Class” (pp. 65-98). Here, 
better than anywhere else in English, may be found a valiant and 
independent attempt to construct a concept of class. The 
attempt, in itself, succeeds almost entirely ; it grasps, for instance, 
the essential point, that class is not determined by this or that 
specific characteristic of a group, but by a totality of conditions 
all of which must be present to constitute class-division. Never- 
theless, it is a disadvantage of the moral approach that it is apt 
to confuse the proper recognition of class and class-struggle as 
facts of society, with the approval of existing class-arrangements 
and their consequences. From this confusion Mr. Tawney is not 
entirely free; and perhaps because he strongly disapproves of the 
latter, he ends by underrating the theoretical importance of the 
former. He deals with the subject with evident reluctance and 
leaves it with relief; though why the question of class should 
always receive the tribute of embarrassment, and as often as not 
of a pained surprise, is amusing to speculate on. But it is not the 
way to recognise a factor of fundamental importance to society, 
to regard it as ‘‘ a sensitive nerve.’ Nor is it helpful to describe 
class-struggle as merely “ a regrettable incident ”’; or, if it is, then 
it is an incident which has continued throughout history ! 

The same criticism may be made of his treatment of the 
question of power and its economic connotations at the end of the 
book. He says categorically : “It is not the case, therefore, as 
is sometimes suggested, that all forms of power are, in the last 
resort, economic, for men are so constituted as to desire other than 
temporal goods and to fear other than economic evils. . . . To 
destroy it, nothing more is required than to be indifferent to its 
threats, and to prefer other goods to those which it promises ” 
(p. 230). Of course, men desire other than temporal goods; but 
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there is a point beyond which they cannot choose, or they cease 
to exist. In this lies the ultimate sovereignty of the economic. 
If they do choose not to exist, it is none the less a victory for the 
economic power exerted against them—even if it has no moral 
victory. And if they should be able to escape this choice, it is in 
so far as they have some economic power to rely on : the demand 
for their labour, or the strength of their associates enabling them 
to hold out. The moral is clear, and it would in no way detract 
from the cogency of Mr. Tawney’s argument to admit it. 

However, there is no doubt that he is ready to draw the moral 
in fact and apply it in practice (cf. p. 114); even if he is not yet 
prepared to accept all its implications in the realm of theory. 

A. L. Rowse 


The Future of Farming. By C. S. Onwry. (Oxford University 
Press. Pp. 156. 5s.) 


Tuts book is a plea for a bold departure in agricultural policy. 
Mr. Orwin wants to rationalise the industry, applying to it the 
modern methods of industrial efficiency—the large unit, and 
specialisation. He points out that recent enquiries into agriculture 
have proceeded on an implicit assumption, that certain traditional 
methods are unchangeable, and that reform means the best 
adjustment that can be made within the scope of these methods. 
The key of this assumption is the individual self-capitalised 
farm, of which we have about 300,000 in Britain. Yet the coal 
industry, having 1,500 producing units, was thought on that 
ground to need rationalisation. And the farming problem is further 
complicated because of an inadequate adjustment of estates, 
farms, and even fields to the growth of the nation since the end of 
the Enclosures in 1850. Similar units of farm and field have 
lasted through all the changes in industrial organisation. This is 
the position which Commissions, Committees and Tribunals have 
been content to accept, but from which Mr. Orwin now wishes to 
break away. 

I think that he is right in this presentation of the question. 
Any economist who turns his attention to the agricultural problem 
finds that he is within a range of ideas that is restricted by com- 
parison with other industries. He finds himself devising reasons 
for small holdings, and arguing in favour of everything which 
requires a large amount of labour to produce. He would not 
apply these views to the starting of small men in any other 
occupations. Even the reference to the Agricultural Tribunal 


involved the confusion between efficient food production and a 
No. 162.—vo.. s 


? 


254 THE ECONOMIC JOURNAL [JUNE 


high labour cost in agriculture as a whole. It is a good thing to 
have this confusion challenged, and to have agricultural policy 
put to the usual tests which would be applied to any industry. 

The three problems of policy have been credit, co-operation 
and the wage level. But both the former problems arise because 
the unit of production is not large enough to employ finance or 
marketing methods as a large business can employ them. Joint 
stock cuts out the problem of mortgage or mercantile credit, and 
creates units of enterprise which need not be at a disadvantage in 
selling. The wage level has to be adapted, as Mr. Orwin shows, 
to the value of work under restricted uses of mechanical capital, 
due to the fixity in size of the farm and the field. The narrow 
ambit of economic thinking on agriculture is, in fact, revealed by 
the clause of the Land Utilisation Bill which proposes, at this 
date, to advance public money in order, as the Memorandum 
states, to “‘ make an experiment in large-scale farming.” 

Mr. Orwin’s argument is not entirely free from the paradox of 
this position. The reason for the family farm, or the small 
capitalised farm, is an instinct to which he defers, and which indeed 
he applauds. Agriculture is a life. He goes further and says it 
is “the life which Nature intended that the human race should 
lead.” And he writes a chapter, which I do not find more con- 
vincing than other chapters of the same kind, about the ‘‘ balance 
of national life’ between agriculture and industry. There are 
7 per cent. of our people in agriculture (largely because of the 
small part played by women) against figures of 30 and 40 per cent. 
in France and Germany. These latter figures are largely due to 
political causes and tariffs, not to a theory of ‘“ balance ”’ as he 
understands it. It would be quite reasonable to hold that, for 
modern European countries, they are far too great. Belgium, the 
nearest to us, is 20 per cent. What is the criterion? Mr. Orwin 
grants that defence and public health are no longer relevant to our 
problem. He argues that agricultural nations are more stable 
and conservative in their manner of life and thought, less given 
to revolution, and so forth. But I doubt if much evidence for 
this can be produced ; and it comes back on Mr. Orwin, because 
he has not shown that his methods of rationalisation will not mean 
labour-saving, and therefore a smaller agricultural population. 
In manufacturing industry, labour-saving reduces costs, expands 
demand, and creates new factories and more employment; in 
agriculture, the limitation of the soil prevents that result, so that 
I doubt whether the beginning and end of this book will square 
with each other, and I agree heartily with the end. 
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In the second chapter, Mr. Orwin deals with certain differences 
between agriculture and manufacture which are fundamental; 
the influence of weather, the landlord-tenant relationship, the 
inelasticity of costs, the slow turnover, the friction of substitution, 
the burden of interest charges on loans. The display of funda- 
mental differences might lead one to suppose that agriculture 
must have a different kind of rationalisation from manufacture ; 
in that sense, again, the end of the book leads us to turn back to 
the beginning. But there is nothing in these differences which 
seems to me to obstruct the argument which is developed; on 
the whole, they support it. 

To come to the central position. Mr. Orwin has returned to 
his earlier views on Small Holdings policy as understood in this 
country; and his discussion of that is a finely reasoned piece of 
work. He points out the absurdity of basing the small holding 
on acreage. For family farming of some kinds, 200 or 300 acres 
may be a small holding; in other cases, 50 acres may be a large 
holding. And if we look at the types of family farming in the 
Old World and the New—the peasant proprietor and the self- 
capitalised farmer—in both cases he holds that they represent 
“a standard of life as far removed from anything for which the 
organised labour movement is striving as could well be imagined.” 
The peasant proprietor, indeed, is the “ standing anachronism of 
modern civilisation.” Yet it is the latter which has been the 
model of Small Holdings’ legislation, though the former is that 
which represents the pioneer work of farmers of British race in 
other countries. Subject to a proper criterion as regards products, 
soil, and local conditions, Mr. Orwin is willing to keep a place for 
family farming, but is entirely against any general policy of 
establishing it everywhere. Not that it ever makes economies as 
against large-scale production; but under careful conditions it 
need not be very wasteful, and it maintains agricultural population, 
though not on a high level of subsistence. 

Apart from automatic small-holdings policy, the main criticism 
is directed against farming on a scale which does not permit of 
proper specialisation, and has made a tradition of mixed farming. 
He points out that it is this kind of farming—stock and crops— 
which is mainly suffering, and that distress is less with the 
specialised products of milk and grazing. Further, he shows 
how certain pioneers of specialised farming, using chemical 
fertilisers and mechanised methods, have successfully worked on 
factory lines. Itis through Mr. Orwin’s work that these important 
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known. The mixed farmer has, in his view, too many different 
things to think about; he cannot co-operate successfully in so 
many directions; and he cannot really know the cost of any of 
his products in the rotation. What is the lowest cost at which 
barley can be successfully grown in this country? We do not 
know, Mr. Orwin replies, until we have applied large-scale 
mechanised methods to the growing of barley by itself, in the 
districts best suited to that crop, by farmers able to apply the 
special results of research to that particular problem. For that 
purpose, we have to get off the horse-power unit, and the hedged- 
field unit, and the family unit; it means a new kind of capitalisa- 
tion and of process. The same considerations apply to all cereals, 
to fruit, milk and grazing. 

His proposal is therefore for a National Survey of the agri- 
cultural land, to decide what districts are most suitable for what 
kinds of produce, and that farming shall then specialise itself 
according to its most efficient unit of working; subject to family 
farming being provided for in districts where there is least to be 
said against it, or unless family farming happens to be the right 
kind of farming for any product. He wants a reference “to 
examine the farming systems of England and Wales, and the soil, 
climatic and economic factors controlling them, in relation to 
(1) the further development of specialisation of crops and live- 
stock, (2) the improvement of the standard of labour by the 
extended mechanisation of agriculture, (3) the rationalisation of 
land settlement.” 

This means a complete review of the bounds now set by 
differences of field, farm and estate. For example, in an arable 
district, where the efficient factory farm might mean up to 5,000 
acres, he is prepared to pull down the hedges and plough up the 
ditches. There is no solution for the problem of estates except 
the State ownership of agricultural land, a proposal corre- 
sponding to that for the nationalisation of mining royalties. The 
extinction of owners’ and tenants’ interests may have to be 
gradual, for example, when leases fall in or estates pass at death, 
but the important thing is to have a point to march on. The view 
that some kind of State ownership of agricultural land was 
fundamental to reform, first put forward by Mr. Orwin and Mr. 
Peel, was independently adopted in the Liberal Land Inquiry. 

These ideas are revolutionary, and will frighten many land 
reformers. But the value of this book is the march of a sustained 
argument which brings under review, and places in a new order, 
the fullest results of modern agricultural inquiry. The alternative 
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is to go on with the “agricultural policies” which seem to be 
expected of every successive Government. Mr. Orwin’s is put 
forward as an efficiency policy, but, as said above, it may not 
prove to be a greater employment policy. If on this latter ground 
we have to face agricultural protection because agriculture is a 
“life,” as Mr. Orwin seems to think may be temporarily necessary, 
the gains of efficiency are an offset to that cost. 

I should like to add that there is one matter on which he has 
not touched. Every enquiry into agriculture has shirked the 
question of a certain alternative “use of the land,’ namely, 
hunting. We ought to be alive to the fact that our agricultural 
land is hunted over for five months of the year. We do not know 
at all whether this is a large or a small detriment to farming. It 
is foolish to talk about “‘ keeping down foxes.”’ On a sample 
taken last winter, 28 meets a day hunted 78 foxes and killed five. 
Mr. Orwin will clearly have against him in his drastic proposals a 
strong vested interest in the occupation of marking foxes to ground 
over a nine-mile point. We ought to know how this affects 
farming as a matter both of cost and of the relative local prestige 
of the uses of the land. May one who has worked with Mr. Orwin 
in a large agricultural inquiry, and who is grateful to him for the 
stimulus of this bold redirection of thought, suggest that his 
Institute should grasp as fearlessly this thorny and hitherto 
reserved question ? D. H. Macerecor 


Joint Stock Banking in Germany. By P. Barrerr WHALE. 
(Macmillan & Co. 16s.) 


THE English banking system has been studied by foreign 
economists at various times, and, on the whole, not infrequently. 
Works have been produced by them dealing with the Bank of 
England and the Joint Stock Banks from historical, comparative 
and critical standpoints. We may, perhaps, properly flatter 
ourselves that the reputation and character of the English system 
serve largely to explain the attention attracted to it. But 
recent manifestations of the critical spirit by acute observers 
suggest that in modern banking policy we may possibly gain 
from a lesser degree of self-satisfaction and a readier tendency 
to profit from foreign experience. In undertaking the volume 
under review Mr. Barrett Whale does not explicitly announce 
that his object has been to give the desired lead by undertaking 
a survey of German Joint Stock Banking, but it may be presumed 
that such was his motive. Congratulation is due to him on account 
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of his initiative and enterprise; and it is to be hoped that he 
will not lack followers who will be equally painstaking in examin- 
ing into the merits and demerits of other foreign systems. 

The title and sub-title show that Mr. Whale has confined 
himself to a study of the German “ Creditbanks,” and actually 
he has restricted his matter to the particular type of Joint Stock 
Banking comprehended by this somewhat amorphous term. The 
wisdom of this restraint, apart from other considerations, lies in 
that he has been able to include under one cover a detailed survey 
of Joint Stock Banking in pre-war, war and post-war years up 
to 1928. It has also served his deeper purpose of making a 
comparative study of one important type of financial institution. 
Obviously the main drawback to a separate treatment of one 
kind of banking activity is the difficulty of reconciling it with 
the general banking miliew ; and in view of the varied forms of 
banking enterprise which have long existed in Germany, this 
difficulty is enhanced. (In the case of Germany the delimitation 
of even private and Joint Stock Banking is more than usually 
troublesome.) Mr. Whale has met it by sketching in the back- 
ground where this was deemed necessary, and by making defini- 
tive references where this was thought to be inevitable. These 
resorts may be judged to have succeeded very largely in removing 
- the drawback entailed by a specialist study; and only minor 
objections could, or should be advanced. Yet it is hard to 
abstain from suggesting that while, ¢e.g., the narrative makes 
satisfying references to the part played by the Reichsbank, more 
might profitably have been said of the precise relationship exist- 
ing between the Reichsbank and the “ Creditbanks ”’ and the 
reactions of the policy of the one on the other throughout. 
Again, Mr. Whale has elected to refrain from comparing and 
contrasting principles and features of Joint Stock Banking in 
other important countries; but, to take two instances, his treat- 
ment of German bank amalgamations might conceivably have 
been assisted by reference to England and the U.S., while his 
excellent exposition of the relationship between German com- 
merce, banking and industry would have gained in lucidity and 
perspective if he had invoked the aid of cognate banking philo- 
sophy in France and England. 

As for the actual subject-matter, this is dominantly chrono- 
logical, and sub-dominantly by specific topic. After an intro- 
duction designed to clarify the general scheme of German banking, 
the usefulness of which cannot be questioned, Mr. Whale pro- 
ceeds in Part I to give a short account of the origin and growth 
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of the “ Creditbanks ” up to 1913. This chapter gives an en- 
lightening survey. Notwithstanding extant German writings, 
however, it is scarcely full enough to serve its purpose and would 
have gained from a more exhaustive historical excursioning. 
Mention is made of the aims and principles of the early “ Credit- 
banks,”’ but their destined subsequent importance would excuse 
a more comprehensive account’ of their origins. This criticism 
needs to be tempered, however, in view of the historical inter- 
polations in the subject-matter of the following chapters of Part I, 
which deal respectively with the position of the “‘ Creditbanks ” 
in relation to industry, foreign trade, the money market and 
“ Creditbank ” business. Of these, the best is that dealing with 
the banks and the money market, where an effective, balanced 
and adequate account is given of the events preceding and subse- 
quent to the Bank Enquéte of 1908. The one-time prominent 
issue of the adequacy of reserves considered in relation to the 
special features of German Joint Stock Bankirig practice is 
carefully summarised and capably judged. 

Part II is given up to the war period and afterwards, up to 
1928, while some references are included to the events of 1929. 
To describe and assess accurately the effects of inflation, war 
financial policy and stabilisation on the ‘“‘ Creditbanks ”’ calls for 
great discernment; for the process of disentanglement is highly 
complex. The chapter devoted to events since stabilisation is 
clearly the best, and also the most interesting. While some 
banking students may not find themselves able always to agree 
with Mr. Whale’s analysis—thus it may be thought that he 
underrates the real significance of the “ stabilisation” crisis as 
opposed to that of general trade depression—none will be dis- 
posed to deny the penetrating quality of the analysis, nor the 
luminosity of the writing. Considerations of space doubtless 
forbade a fuller account of the industrialists’ attack on the banks, 
but since this is a matter of no small significance, more extended 
comment would have been welcome. For the same reason it 
would have been desirable to penetrate more deeply into the 
reasons for the progressive post-1923 concentration of German 
Joint Stock Banking, and in particular the new phase of the 
movement begun by the notable amalgamation of 1929 between 
the Deutsche Bank and the Disconto-Gesellschaft. 

The last chapter is devoted to conclusions. In view of the 
fundamental issues raised in earlier pages, one feels that Mr. 
Whale has here allowed himself too little space; and one feels 
this the stronger because of the importance for German banking 
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of the events of 1929—which has been pronounced to be the most 
critical year since stabilisation. But the reader must console 
himself with the knowledge that he may detect anticipations of 
much that rightly belongs here in immediately preceding chapters, 
while where judgment is withheld he cannot complain that the 
material is lacking. 

Taken as a whole, it is a worthy book, comprising as it does 
a careful, comprehensive account. It represents the results of 
long and thorough research, and deserves the attention which 


undoubtedly it will receive. 
J. SyKEs 


University College, 
Exeter. 


Federal Reserve Policy, 1921-30. By Haroitp L. Resp. 1930. 
(McGraw Hill Publishing Co. Pp. ix + 207. 12s. 6d.). 

The Federal Reserve System: its Origin and Growth. By Pau. 
M. Warsure. 1930. (The Macmillan Company, New 
York. 2vols. Pp. xxv + 1752.) 


Mr. REED’s book provides an historical sketch of Federal 
Reserve operations in the ten years from 1921 to 1930 and a 
running commentary and criticism. It is freshly and clearly 
written, and the matter is intensely interesting. Eschewing 
irrelevant detail, Mr. Reed goes straight to the heart of the series 
of problems with which the Reserve Banks have been faced, and 
handles his subject with a bold directness. Not himself attached 
to the system on which he is commenting, he is able to discuss 
fundamental questions more freely than those who have hitherto 
written the best books on this topic. 

His narrative not only gives the principal facts in the history 
of these years, but also seeks to interpret them. He admits at 
the outset that he is labouring under a serious difficulty. Inter- 
pretation involves ascription of motive; naturally there is no 
authoritative statement of the motives which governed many 
important acts of policy, nor is there any method of research by 
which the motives can be certainly determined. Even if the 
minds of all those responsible for action could be laid bare, the 
task of the interpreter would still be highly complex. Some of 
them may well have been none too clear-headed at the time; 
different motives may have led different individuals along the 
same path; policy may often have issued from a conflict of 
opinion and the triumph of one school of thought over another. 

Mr. Reed has had such opportunities of reaching an under- 
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standing of the mind of the system as personal contact and dis- 
cussion with many of its officials can give. His method in this 
book is to review the relevant circumstances in each case, to 
state the arguments which an intelligent advocate of alternative 
policies might have adduced and to test actual policy by the 
balance of sound argument. 

It is not possible here to trace the course of Mr. Reed’s analysis. 
The raising of rates during the spring of 1923 in the face of huge 
gold reserves and the statement of policy published in the Board’s 
Report for that year have combined to suggest 1923 as the period 
in which new notions of the proper criteria of banking policy began 
to affect action. Mr. Reed places this development a year earlier. 
He does not think the natural desire to increase earning assets a 
sufficient explanation of the purchase of securities by the Reserve 
Banks in 1922. ‘‘ Somewhere in the system there was profounder 
and more discriminating thinking ” (p. 41). 

In the period between 1922 and the crash, there were two 
occasions on which the System took deliberate steps to create an 
expansion of credit on a big scale, in 1924 and in 1927. Mr. Reed 
finds the “ aggressive ”’ policy justified by the international and 
domestic situations on each occasion. He considers that the 
measures of restraint needed and effected after the easement of 1924 
mild or negligible. They were sufficient, however, to be stamped 
vividly on the memory of those who were apprehensive of the 
consequences of our impending return to the gold standard at that 
time. He draws a tentative conclusion of no little interest. ‘‘ The 
fact that vigorous restraining measures were not required in 1925 
may have made the Reserve Banks more content with the mild 
restrictive measures of 1928. To the gentle restraints of 1928, in 
turn, no small share of the cause of the catastrophic stock-market 
decline in 1929 may perhaps be attributed ” (p. 93). 

Mr. Reed inclines to the view that the easing measures of 1927, 
called for by the international situation and by the world-fall of 
prices connected, he holds, with the drain of gold to the U.S., were 
too long deferred ; he is doubtful whether the expansion of credit, 
when it came, can be shown to have been excessive ; he holds that 
the restrictive measures in the first half of 1928 were inadequate. 

As he draws near the events of 1929 the general course of his 
reasoning becomes a little less clear. He provides an elaborate 
statistical argument to show that the boom in securities was not 
taking money away from industrial and commercial purposes, but 
was carried by an increase in the velocity of circulation. The 
Federal Reserve authorities were right, however, to be alarmed at 
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the speculative use of credit, ‘‘ not because such credit was made 
unavailable for other uses, but because speculative demands 
threatened an excessive expansion of credit in general ”’ (p. 176). 
To correct the situation the System should have relied on its 
general powers of restricting credit, rather than on an attempt to 
direct the use of credit by persuasion and advice. Not that a 
central banking system should pay too much attention to the 
vagaries of the stock-market. The trouble was that the fallacious 
notion that money was being absorbed in the security market 
prevented the Federal Reserve authorities from taking sufficiently 
drastic measures to reduce the total amount of credit outstanding, 
which in 1928-9 was excessive in relation to the needs of industry, 
judged by the long-term trend of expansion. Such seems to be 
the drift of his reasoning. 

In a single sentence Mr. Reed expresses his view as to the proper 
policy for a central banking system. “The stabilisation of 
business seems to be very largely a matter of avoiding serious 
_ departures from a rate of credit enlargement corresponding 
roughly to the physical growth of a country’s trade” (p. 199). 
This principle leaves a considerable range for further determination. 

Hints are thrown out of the difficulties inherent in a federal 
system. ‘The system of regional Reserve Banks has many fine 
features, but, nevertheless, it offers distinct obstacles to unified 
interdistrict policy.” In monetary policy prompt action is of the 
utmost importance. Effective action is usually impossible without 
the collaboration of the System as a whole. The delays in 1927, 
the insufficient severity in 1928 may have been due to the failure 
of the average mind or even merely of the most slow-moving minds 
in the System to keep pace with the best opinion. In the absence 
of a dominating personality or of special circumstances which allow 
popular sophism to be added to valid argument, the System may 
fail in practice to operate in accordance with the advice of its own 
most capable leaders, or to reap the fruits of the wisdom, which 
statistical research and rigorous analysis are making available for 
its guidance. 

But this is dangerous ground. The whole history of banking 
in the United States abounds in examples of obstacles due to 
particularist sentiment and the fear of Eastern domination. The 
Federal Reserve System was a hard-won compromise. Mr. Paul 
Warburg in his two massive volumes shows the difficulties of this 
kind which those responsible for its inception had to overcome. 

Mr. Warburg’s book is mainly concerned with the origin of the 
Federal Reserve System. He traces the consolidation of opinion 
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favourable to a central banking system and analyses the successive 
Bills which were before Congress. The two evils which he was 
himself particularly concerned to combat were excessive decentral- 
isation and political control of the System. In the last chapter of 
his main text, “‘ Looking Forward,” written in 1927, he finds that 
the two most serious shortcomings of the System, as it is, are, first, 
“its failure to create important discount markets outside of New 
York City, and, as a corollary, its failure to lessen the congestion 
of the country’s unemployed funds on the New York Stock 
Exchange,”’ and, secondly, its structure, from which the dangers 
of decentralisation and political control are not completely 
eradicated. Mr. Warburg has constructive suggestions for 
remedying these last defects within the existing frame-work. He 
desires to depose the Secretary of the Treasury from ex officio 
chairmanship of the Board, to bring the Comptroller of the 
Currency’s Department under the authority of the Board and to 
place four governors of the Reserve Banks on the Board. In this 
way he would hope to make the System more independent and 
more cohesive. It is worth noting that in a discussion of the crisis 
of 1929 (Addendum IT) Mr. Warburg shares Mr. Reed’s view that 
the expansion of 1927 was justified. 'The subsequent disaster may 
be attributed to the weakness of the Banks in the following year. 
This weakness may be taken to illustrate the need for reform on 
the lines suggested. The part which Mr. Warburg played in the 
foundation of the System, his practical connection with it from 
its beginning and his sympathy with its broader aims invest his 
recommendations with special authority. 

The main interest of the work under review, however, is in the 
light it throws on the history of the inception of the System. It 
consists partly of a narrative and partly of a collection of Mr. 
Warburg’s essays and addresses, dating chiefly from the years 
1907-17. Itis convenient to have these scattered writings brought 
together. Knowledge of the early history both of its general 
structure and of the detailed provisions of the Act is essential to 
a proper understanding of the System as it is; Mr. Warburg’s book 
is an important aid to the acquisition of such knowledge. 


Christ Church, R. F. Harrop 
Oxford. 
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The Theory and Principles of Central Banking, with special 
reference to the working of the Bank of England and of the 
Federal Reserve System of the United States. By Wm. A. 
Suaw, Litt.D. (London: Pitman & Sons. 1930. Pp. xii + 
254. 12s. 6d. net.) 


THERE was once a soldier who complained that all the rest of 
the battalion was out of step; he was the prototype of Dr. Shaw. 
Never was there so perfect a heretic, never so complete an un- 
believer in current monetary theory, and one reviewer cannot 
hope to track down all the divergencies from accepted doctrine. 
One might recommend the book to examiners as affording useful 
tests of their victims’ comprehension of the principles of banking 
and finance, but not to professors as a text-book, for while there 
is plenty of dogmatic assertion there is little of cohesive and 
reasoned theory. 

His heresies go deep. “The quantity theory of money is 
simply a hopelessly confused and confusing figure of speech, and 
it is as the poles sundered from the actual facts and data of price 
and exchange phenomena ”’ (p. 193). ‘‘ Money is not a value or 
a quantity, but a function or a capula”’ (p. 192). “‘ Price is not an 
expression of the ratio of goods to money. It is the expression of 
the countless ratios of goods to goods, and the possible variations 
of those ratios are as infinite as the sands of the sea” (p. 194). 
Apparently there can be no theory of price, or, if there is, Dr. 
Shaw has vouchsafed us no glimmer of a light into its recesses. 
He has no use for a Central Bank (in the ordinary acceptance of 
the term) as the issuer of currency; he does not believe in its 
independence of the Government, and goes so far as to attribute 
the belief in its necessity partly to “ the lurking belief at the back 
of every legislator’s mind that if the worst comes, and if debase- 
ment has to be resorted to, the Central Bank will be a ready-made 
tool or engine by which to operate the debasement ” (p. 76). 
After an historical survey which will surprise many students, Dr. 
Shaw concludes that “the historical survey agrees with pure 
theory in declaring that currency control is not and cannot be a 
function of a Central Bank, and that paper currency must be 
entirely automatic alike in its issue and its retirement, just as the 
previous metallic gold circulation had been, and therefore that the 
control of it lies in the community, not in the Central Bank ”’ 
(p. 57). Such a currency we had for a while in the Currency Note 
during the period when there was no limit fixed to its issue. 
“ For the first time in history the world had a sample of a truly 
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automatic currency, issued only by the State, sold only at full face 
value, supplied or retired in complete accordance and response to 
the community’s unfettered demand or need” (p. 51). Even if 
Dr. Shaw’s account were in strict accordance with the facts (which 
is not admitted), the language of his praise has unpleasant echoes 
of the defence of the German note issue—that it was not inflation- 
ary since it was issued only on démand. The amalgamation of the 
note issues in 1928 is roundly condemned. ‘‘ We must revise the 
amalgamation and suppress the Bank of England Note and Bank 
of England control. We must reinstate the State note and the 
principle of uncontrolled automatic self-regulating issue. And 
this we must do while yet there is time. We must not wait for 
the next great war or for another world-encircling financial 
crash’ (p. 80). 
The utility of the Central Bank as a re-discounter is 
contested and its assumed necessity as custodian of the reserve 
of the banking system meets with short shrift. ‘“ Curreticy as a 
State issue and as guaranteed by the State needs no cover at all 
for convertibility purposes. Its cover for redemption purposes is 
its own Redemption Fund, and that is (let us suppose) segregated 
and insulated alike from the banking system and from the Govern- 
ment system by being deposited in the hands of Redemption 
Trustees. Therefore, for such a currency no cover at all, in the 
old banking conception thereof, is requisite. Banking cover 
consists of a certain percentage of deposits kept in a liquid form. 
Whilst our currency was metallic, that liquid form meant—gold. 
Now that our currency is inconvertible paper, that liquid form 
means—securities. In this case, therefore, as we are situated 
to-day, the banking system of Great Britain (if granted the 
guarantee of the removal of the maximum limit to the note issue, 
and if granted the right of purchasing currency by deposit of 
securities) needs no metallic reserve. It needs only a securities 
reserve, a reserve composed of securities’ (pp. 108-9). Under 
such a reform the Bank of England could “ freely devote its whole 
reserve to supporting the exchange and so keeping the free gold 
market working smoothly and the sterling gold standard operating 
without strain between the gold points ”’ (p. 109). The Bank should 
confine itself to this international activity and should retire from 
the attempt to control discount rates in the money market. 
* Presuming it to be so eliminated, then it would be left to the 
Joint-stock Banks to build their own co-ordinated federation, and 
to submit themselves voluntarily to their own Central Board. 
That Central Board would fix its own discount rate, and in fixing 
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it would have regard in the main to domestic conditions. But if 
the Discount Houses, acting as the satellite of such a co-ordinated 
banking system, were to inform the Central Directorate that 
foreign competition for bills was becoming destructively keen, the 
Central Bank or the Central Directorate would review the domestic 
discount rate and readjust it to meet such competition ”’ (p. 139). 
“ The interposition of the Bank would only be called for when the 
outflow of gold or the upsetting of the exchanges was demonstrably 
not the result of trade balance, but the result of financial movements 
or financial operations arising from abroad ” (p. 199). Thus the 
Bank was justified in putting up its rate to 64 per cent. in the 
autumn of 1929, and “this action would have been as ideal in 
effect as it was patriotic in intention if the 6} per cent. foreign or 
exchange Bank of England Rate had co-existed with a 3 per cent. 
domestic federated Central Bank Rate. In that case we should 
have had a protective 64 per cent. ring drawn round the London 
Money Market, and at the same time domestic industry would 
have enjoyed a 3 per cent. domestic interest rate ’’ (p. 199). It all 
sounds terribly attractive, but in the absence of very detailed 
analysis Dr. Shaw’s assurance is not sufficient guarantee that two 
discount rates, one foreign and one domestic, could exist at the 
same time. 

“The policy of such a Central Directorate is not to control 
prices but to co-ordinate production” (p. 198). “‘ Control of 
prices by a Central Bank through its supposed control of credit is 
a pure myth and an impossibility ” (p. 196). The Directorate 
would virtually regulate production by means of its knowledge of 
the daily statistical position as regards the applications for loans 
and the funds, or deposits, available to meet them. Whether 
this would stop over-trading would depend on the wisdom of the 
Directorate, and Dr. Shaw’s expectation of wisdom from his 
Directorate of the future is curiously at variance with his condemna- 
tion of the folly of the directorates of the past. There are many 
more passages in the book which call for comment, and one would 
pause to praise Dr. Shaw’s scathing criticism of the ‘‘ window- 
dressing ’’ policy of the Joint-stock Banks, and his demonstration 
of the ineffectiveness of the Federal Reserve Board’s rediscount 
rates as means of controlling credit. One surprising statement 
must be corrected, that in Italy ‘‘ the note issue is a monopoly of 
three banks’ (p. 39), for the note issues of those banks were 
unified under the Bank of Italy in 1926. Again, on p. 55, the 
total issue of Bank of England and Currency notes, without 
deduction of those in the Currency Note Redemption Account 


é 
é 
i 
] 
] 
1 
I 
I 
t 
t 
( 
] 
§ 
1 
1 
1 


| 

i 


1931] RAIT: UNION BANK OF SCOTLAND 267 


and in the Banking Department of the Bank of England). before 
amalgamation is compared with the combined issue (less the notes 
in the Banking Department) after amalgamation, which does not 
seem to be legitimate. On p. 102 there occurs the following 
passage, which can only be described as an amazing muddle. 
Referring to the restoration of the gold standard in April 1925, 
when the gold reserve was “ £155,742,064 as against a circulation 
of £148,386,705,” he proceeds :—‘‘ What did this circulation 
represent? Deducting the £53,950,000 held by the Currency 
Note Redemption Fund and £19,750,000 for the fiduciary part repre- 
senting the Bank’s capital and the rest, we are left with acirculation 
of seventy-five millions (£74,686,705), which represented several 
things, viz.: (1) the gold reserve of the Joint-stock Banks, which 
they had turned over to the Bank of England under pressure ; 
(2) gold deposited by allied countries as security for war debt 
owing to us. The amount deposited by France would appear to 
have been at least £50,000,000.” The gold which came to us 
during the war from allied countries fell into three categories : 
gold from Russia and France which was sent on to the United 
States and spent during the war: gold from Italy sent to the 
United States after the end of the war; gold deposited as a pledge 
by the Bank of France in 1916, the balance of which (£18,315,000) 
was restored in 1927. No part of all that gold was ever in the 


reserves of the Bank of England. 
Henry W. Macrosty 


The History of the Union Bank of Scotland. By Roperr 8. Ratr, 
Principal and Vice-Chancellor of the University of Glasgow. 
John Smith & Son, Glasgow (Ltd.) 1930. Pp. xviii + 390, 
with chart and 19 plates. 15s. net.) 


THE insistence in recent years on amalgamations as an element 
in Rationalisation, which like Aaron’s rod seems fated to swallow 
all the rest of the conception, raises the question of combinations 
so to speak ad hoc, where a large number of firms are brought 
together at the same time, as contrasted with gradual absorptions 
as a process of organic growth. The data concerning the former 
are of necessity comparatively recent, and all that can be said is 
that the experience of the combines of the nineties is far from 
encouraging. All the more there is required an account of the 
other tendency of organic growth, and for this reason, apart from 
many others, Principal Rait’s centenary History of the Union 
Bank is to be welcomed. 

This Bank belongs to the group which came into existence after 
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joint stock banking was legalised, the original prospectus of the 
Glasgow Union Banking Company having been dated Ist January, 
1830. The use of the word “ Union ”’ in the title was evidently 
intended to emphasise the policy of community and amalgamation 
of interests between townandcountry. “A Bank,” the prospectus 
states, “ placed on a basis at once worthy of the wealthiest and 
most enterprising County in Scotland and of the second City in 
the Empire, would form an amalgamation of interests (7.e. between 
town and country) so natural and so necessary, that the under- 
taking would be no less creditable and advantageous to the parties 
concerned than beneficial to the public” (p. 215). As matters 
turned out, the name soon became associated with amalgamation 
in quite a different sense, and six years after its foundation the 
Bank began to absorb or to unite with other banks in quick 
succession. The numerous failures in England and Ireland 
amongst private bankers in the previous thirty years had prepared 
the way. In 1836 the Glasgow and Ship Bank, which consisted 
of two banks—the Ship founded in 1750 and the Glasgow Banking 
Company founded in 1809—previously joined, was acquired. In 
1836 also the Thistle Bank Company, dating back to 1761, was 
purchased, and two years later the Paisley Union Bank, which had 
started in 1788. Then in 1838 came the interesting and important 
union with Forbes, Hunter and Co. This was an Edinburgh firm 
of private bankers, the origin of which may be traced to the house 
of John Coutts, which was carrying on business in 1723 and by 
1749 was undertaking banking. Sir William Forbes of Pitsligo, 
the author of Memories of a Banking House and the friend of Sir 
Walter Scott, was a partner. In 1843 Kilmarnock and Ayr banks 
were added. It is possible to see an orderly plan of development, 
first to consolidate, as opportunity arose, at the centre and then 
to go further afield. The latter development caused a change in 
the title of the Bank, which from 1843 was the Union Bank of 
Scotland. The next absorption was that of the Banking Company 
of Aberdeen in 1849, and the last of this series that of the Perth 
Banking Company in 1857. 

It will thus be seen that it is not an easy tale to tell if due 
weight is to be given to the whole conditions as they developed at 
each stage. In fact, Principal Rait devotes over two hundred 
pages (or rather more than half the book) to the environment of 
Scottish banking during the first century of its existence, including 
a more detailed account of the origin and development of all the 
various concerns taken over by the Union Bank. This is a task 
which makes full demands on the craftsmanship of a former 
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historiographer of Scotland, and the result of which is wholly 
satisfying. While some of the concerns have already been 
adequately dealt with previously, such as the Ship Bank, the 
author has been able to secure new material from documents now 
in the possesssion of the Union Bank and from the correspondence 
of the first Lord Melville. The accounts of the other less known 
banks are both of interest and importance. 

The second half of the book consists of a history of the progress 
of the Union Bank. The balance sheet totals at the end of its 
first year were three-quarters of a million. In 1850 (after most of 
the absorptions) the figure was seven and three-quarter millions, 
and in its centenary year nearly 34} millions. This orderly 
progress was not without its periods of stress and excitement, but 
perhaps its greatest interest will be in the foundation it will have 
laid for events still in the future. One of the first signs of what is 
spoken of as the Southern trend of industry was in the transference 
of control of several Scottish banks to London. There is some 
resemblance to the position during the first thirty years of the 
career of the Union Bank, for the present Scottish banks 
occupy a position as regards larger bodies in certain respects not 
dissimilar to that of the private banks at the earlier period. Will 
the Union Bank be able to maintain its independence ? 

Banking, nowadays, is far removed from the spectacular, yet 
there are pages in this history rich in colour. A few may be 
mentioned. During the scarcity of coin at certain periods in the 
eighteenth century banks were hard put to it to find specie. We 
do not hear of heated sixpences, but on one occasion, when the ~ 
teller had exhausted all his expedients for delay, he handed over 
to the bank porter, who is recorded to have blundered “ with great 
alacrity ” (p. 31). One wonders if it was a joint effort of these 
worthies which limited payments in cash to £36 in a full working 
day. Robin Carrick of the Ship Bank was a well-known character, 
and he was credited with the devising of his own “ Deil’s mark ” 
on bank bills (p. 48). There were two curious instances of forgery, 
the one in 1814 of Perth Bank notes by French prisoners of war, 
and the other of Union Bank notes in 1913 by convicts at Peterhead 
prison (pp. 141, 338). As has been mentioned, the Ship Bank 
was founded in 1750. One of its notes, dated 2nd January, 1754, 
was presented for payment in 1920 (p. 332). One of the amalga- 
mated companies—Hunter’s and Co., of Ayr—advanced £1,000 
to purchase food when the people were in distress owing to the 
appearance off the coast of Paul Jones in 1778 (p. 179). Finally, 
in 1924 the Union Bank became interested in the celebrated 
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crucifix of Borgocollefegato which was deposited in the Bank 


during the proceedings to determine its ownership (pp. 334-36). 
W. R. Scorr 


Synthetic Economics. By Henry Lupwett Moore. (The 
Macmillan Company, New York. 1929. 8vo. Pp. vii + 
186. Price 12s. 6d.) 


THE general expression of the relations of economic quantities 
in the form of mathematical equations, while it has led to im- 
portant results, has yielded little that is directly applicable to 
particular practical problems. Of the precise forms of the 
functions involved in the statements of the variations of the 
quantities of particular goods demanded as their prices vary, or 
produced as the result of the co-operation of productive factors in 
quantities specified—or varied in accordance with specified 
principles—comparatively little has been determined. The 
mathematical expression of economic relations has been concerned 
rather with the statement of the conditions of equilibrium than 
with the expression of the character of the changes in a moving 
system. Professor Moore has broken some fresh ground in this 
little book, which wiil be examined with interest by those who 
have been students of the work of Cournot, of Walras, of Pareto, 
and of such later writers as Wicksteed. That it would have 
presented features of interest to the late Professor Edgeworth is 
certain, in view of his concern with the work of the two last- 
named writers in the early years of the Economic JOURNAL. 

The procedure adopted by Professor Moore can be described 
fairly briefly. Taking the case of the relation of the quantity of 
a particular commodity demanded at any given price to that 
price, a series of approximations are obtained by assuming, 
successively, that the elasticity of demand is constant, is a linear 
function of the price or is a quadratic function of the price. In the 
case in which only the price of the commodity in question needs 
consideration, denoting that price by p and the quantity demanded 
by D, the third of the assumptions results in the equation 

D=B. ef 
where B, f, f,’ and f” are constants to be determined from the 
conditions of the problem. If 8” be made zero the equation is 
reduced to that corresponding to the second hypothesis, and if p’ 
is also made zero, the first of the three hypotheses is represented. 
Similar assumptions as to the form of the relation of elasticity of 
supply to price serve for the establishment of a like equation 
expressing the amount supplied in terms of the price required 
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by the producer. The data relating to the recorded crops of 
potatoes in the United States and the farm prices on 1st December 
in each year from 1881 to 1913 are used to illustrate the mode of 
derivation of the constants of the equations from appropriate 
statistical records. The series of records are used for the deter- 
mination of the lines of trend of prices and of production, and the 
D and p of the above equation are reduced to pure numbers by 
expressing each as a multiple of the corresponding datum for the 


point on the line of trend relating to the same year, i.e. = is 


written for p, where p is the price represented by the point on the 
line of trend corresponding to p, and similarly for D. 

This device of expressing tie various quantities in terms of 
their ratio to the amount represented by the corresponding 
position on the line of secular trend is used throughout Professor 
Moore’s discussion of his problem. His generalised expression of 
the relation of demand to price, when the quantity demanded is 
stated as a function, not of a single price-ratio, but of all the 
price-ratios of the various commodities on which the available 
resources might be expended, involves the replacement of p% in 
the above equation by a term of the type 


In the exponential, the linear term is replaced by a corresponding 
linear function of all the price-ratios, each with its appropriate 
coefficient, and the quadratic term by a similar sum of squares, 
each with an appropriate coefficient. The resulting equations are 
simple in conception if cumbrous in expression. 

A similar procedure is applied to the determination of a 
“* production function,”’ expressing the amount produced in terms 
of the factors of production, and based on the treatment of the 
relative efficiency of organisation (defined as the ratio of the 
relative change in total production to the relative change in 
total cost) as, respectively, constant, a linear function of the 
quantity produced and a quadratic function of the quantity 
produced. The form obtained for the production function is 
precisely analogous to that described above for the quantity 
demanded or supplied expressed in terms of price-ratios. 

Results of the character described are of very great interest 
and deserve careful study. It may be found that other assump- 
tions than the three—of constancy, linear and quadratic form— 
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of demand and analogous concepts in terms of the principal 
variables on which they depend, are not less simple or appropriate 
and yield instructive alternative types of demand function, supply 
function, production function, etc. The field is large and 
promising. 

The securing of statistics from which it may be possible to 
determine the parameters of the different functions is, apparently, 
not regarded by Professor Moore as a very serious obstacle to the 
development of the study with which his book deals. The one 
concrete case used for illustration may be criticised in regard to 
the closeness of its relation to the type of problem considered. 
Even if the records of potatoes grown are exhaustive and the 
published prices for the beginning of December are thoroughly 
representative, these prices may fail to represent truly the season’s 
average condition. Another point is that the shapes of the curves 
of trend at their termination might be modified if the data of later 
years were available for use in fitting curves to observations. 
This consideration may be of serious importance if the author’s 
“ hope of introducing into economic life rational forecasting and 
enlightened control ”’ is to secure realisation on the basis of these 
studies. The dangers of assuming that a formula that fits the 
relations of the past will be reliable as applied to the like relations 
of the future hardly need to be emphasised here. 

Formidable as are the groups of equations presented and the 
difficulties in giving them reality by the determination of their 
various constants, they may assist in the development of a 
conception of economic equilibrium as not a static, but a moving, 
equilibrium. It is possible that they may assist in attaining 
some more satisfactory analysis of economic oscillations in the 
past, even if they should not furnish an apparatus capable of 
handling the oscillations actually in progress at a given moment. 
Professor Moore has attacked anew one of the formidable problems 
of a generation ago, and utilised the developments in mathematical 
statistics to advance the problem towards its desired general 
solution. Incidentally he gives a formal demonstration of the 
theorem familiar to readers of Wicksteed’s little book, that the 
payment of each of the factors of production on the basis of its 
marginal utility is exactly provided for, without excess, in the 
value of the product. This result is derived from formule 
expressing the equality of the price of each product with its cost 


of production. 
A. W. Fiux 


1931] RICHARDSON: STUDY ON THE MINIMUM WAGE 273 


A Study on the Minimum Wage. By J. H. Ricnarpson. (Allen 
and Unwin, Ltd. 1927. Pp. 198. 7s. 6d.) 


Mr. RicHaRpDson has written a plain straightforward account 
of the theory and practice of minimum wages. He restates the 
familiar dilemma upon which all minimum wages are impaled. 
Minimum wages must be fixed either by reference to some ideal 
standard of living or to industry’s capacity to pay. But since 
it is impossible for industry to pay higher wages than it can pay, 
and since minimum wage laws fail of their primary purpose if 
they do not provide a fair subsistence, neither of these principles 
can in practice be applied without regard to the other. Hence 
precepts such as that which enjoins Western Australian arbi- 
trators to fix wages that will enable the average worker “ to live 
in reasonable comfort, having regard to any domestic obligations 
to which such average workman would ordinarily be subject,” 
are founded less on scientific principle than ori the sands of 
expediency and compromise. 

Mr. Richardson holds that a clear distinction should be drawn 
between basic minimum wages and higher minima applicable to 
skilled workers or other special groups. The basic minimum, 
in his view, should take no account of the paying capacity of 
individual employers or industries. On the other hand, it cannot 
be entirely arbitrary. Obviously the ideal standards—the sub- 
sistence standard, the human needs standard, the standard of 
comfort—calculated by various investigators have no absolute 
validity. Comfort in Czechoslovakia may be bare subsistence 
to the New Yorker. Mr. Richardson frankly recognises that a 
decent standard of living means, for practical purposes, some- 
thing not too far below the standard actually prevailing, and 
proposes accordingly to fix his national minimum at an arbitrary 
proportion (80 per cent. is suggested) of the current average 
wages of unskilled workers. This figure must then be adjusted 
to meet variations in the local cost of living, and must be revised 
upwards or downwards as the figures of general national pro- 
ductivity rise or fall. In this way Mr. Richardson claims that 
his minimum wage would respect the paying capacity of industry 
as a whole without being dragged down by the shortcomings of 
particular industries or establishments. Any minima above 
the basic wage, on the other hand, may, he holds, quite properly 
be calculated with reference to the financial results of the particular 
industries in which they are enforced. 

The book includes chapters on Family Allowances and on 
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Men’s and Women’s Wages. The author takes the view that it 
is better not to dabble in family endowment schemes as long as 
we are as uncertain as we are about their effect on the birth-rate ; 
but he does not object to the principle being adopted “ to prevent 
misery ” in the case of specially low wages. In general he would 
have two minimum rates, one for men, based on the needs of the 
average family, and one for women, calculated on the cost of 
living of the single woman worker. Wages above these minima, 
on the other hand, are to follow the rule of equal pay for equal 
work. Nothing is said as to the practical difficulties which 
would surely result from such an arbitrary division. If the basic 
minimum wage law prescribed widely different rates for men and 
women it would hardly be possible to prevent similar differences 
becoming general throughout industry. 

Mr. Richardson concludes with a chapter on International 
Action. This is disappointingly slight and does not take us far 
beyond the obvious fact that an international minimum wage 
must be an idle dream, at least for many generations to come. 
Indeed the book as a whole is open to the same criticism, that it 
constantly skims the surface of subjects whose depths deserve 
exploration. What Mr. Richardson says is sensible and lucid 
and to the point; but his book does not contain much abundance 
of new material or original contributions to economic thought. 

BarBaRA WooTton 


Industrial Evolution of India in Recent Times. By D. R. Gapein 
(Oxford University Press. Pp. 352. 9s. 6d.). 

Rusticus Loquitur; or The Old Light and the New in the Punjab 
Village. ByM.L. Daruine. (Milford. Pp. 400. 5s.) 


In the first of these books the author has sketched the evolution 
of Indian industries from the middle of the nineteenth century 
onward. He has not, however, confined himself to a mere state- 
ment of progress, but has traced its effects on the existing economic 
structure and the material condition of the artisan and agricultural 
classes. A clear and impartial account is given of the economic 
transition of India from almost medizval to modern conditions, 
and of the main factors which have influenced the rate of progress. 

In the opening chapters the principal features of the internal 
economy of India in the early part of the nineteenth century are 
graphically depicted. Owing to the almost complete lack of 
communications there was little trade in existence. The villages 
were largely self-supporting, the towns were industrially unim- 
portant and concerned mainly with the production of textiles and 
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other articles of luxury for the local courts. These handicrafts 
suffered from the extension of British rule, but in any case it is 
doubtful if they could have survived the modern demand for 
cheapness. The author’s general conclusion is that whatever the 
other effects of British rule may have been, it left the industries 
and industrial organisation of India much what they were before. 
The change took place with the beginnings of railway enterprise 
in the fifties, followed by a vigorous programme of road con- 
struction. The effect was twofold. India’s primary products 
found a ready market with the West, and in turn the manu- 
factured goods of Europe could find their way up-country. From 
that time its economic history has been much the same as that of 
other countries. Capital won in commerce sought an outlet in the 
introduction of factories equipped with modern machinery, whose 
manufactures at first ousted the hand-made article and then 
gradually supplanted imports from abroad. An important feature, 
however, distinguished development in India; mariy of the princi- 
pal industries, such as jute, coal and iron, were pioneered by British 
capital. The subsequent tendency has been towards the growth 
of purely Indian concerns and the substitution of Indian for 
British shareholders in existing companies. 

One of the most interesting subjects dealt with is the effect of 
the introduction of factory products on village industries and the 
artisans practising them. The early successes of the Indian mills 
were at the expense of the indigenous industries. One after an- 
other these handicrafts gave way to home or foreign mill com- 
petition, and the workers were thrown out of employment. The 
great majority, unable to find alternative occupation in the towns, 
were forced to join the ranks of unskilled labour, for the most 
part on the land. The insistent demand for protective duties is 
in a measure due to the conviction that only by a speeding up of 
the process of industrialisation can the overcrowding on the land 
be relieved. On this point the author is not very hopeful. He 
points out that India labours under certain handicaps, not the 
least of which are the difficulties in procuring cheap power. The 
distribution of the coal deposits is very unequal and the quality 
often inferior. The hopes once entertained about the possibilities 
of hydro-electric development have not been fulfilled. While in 
certain favoured areas the advance may be rapid, for the country as 
a whole the future does not seem to hold in store any marked 
industrial transformation. 

In the second of these books Mr. Darling studies certain phases 
of village life untouched in his former work, The Punjab Peasant 
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in Prosperity and Debt. In his latest book, as the title implies, 
individual peasants give their views on topics of most immediate 
interest to them. Their conversation with the author, ranging 
over a wide field, sheds a clear light not only on their economic 
condition, but on their ideas about the most important social and 
religious questions agitating changing India, such as caste, child 
marriage, the purdah system, etc. The one topic which vitally 
interested all was their daily bread; on the other hand, they 
showed themselves entirely indifferent towards politics. On the 
material side there is good evidence of rise in the standard of living 
and comfort, threatened, unfortunately, by the relentless increase 
of population with its attendant evils of overcrowding on an 
already fully burdened land. The more general subjects dealt 
with concern the working of new ideas on the minds of a people 
whose life has hitherto been regulated by age-long custom. The 
conclusion which stands out is that the peasant is slowly thinking 
out for himself such problems as caste and marriage custom, and 
is being forced by economic circumstances to abandon many 
practices formerly accepted without question. Education may be 
changing his outlook on life, but is not leading to any violent 
upheaval in his accepted beliefs. The whole forms a fascinating 
study of the clash of ancient and modern ideas in the minds of a 
slow-thinking but by no means unprogressive people. 
H. R. C. HatLey 


The Agrarian System of Moslem India. By W. H. Moretanp, 
C.S.I.,C.LE. (Heffer, Cambridge, 1929. Pp. xvii + 296.) 


Tue author has written a number of books on the economic 
history of India during the centuries that it was under Muslim 
rule. He has been an official, and by training and experience 
possesses a thorough knowledge of revenue and agricultural 
matters of the present day. In his previous books he has largely 
relied on European sources. In this book he makes the direct 
attempt to gather materials from the books of historians who wrote 
in Persian on the Muslim period of Indian history. It must be 
acknowledged that he has read much, but it seems he has largely 
relied on dictionaries, misunderstood meanings of plain words, and 
involved himself in prolix discussions. This has a special im- 
portance, since he has built up theories on these terms, instances 
of which will be given later. As regards his method, sentences 
torn out of their context and applied here and there give quite a 
wrong account of happenings and their true import. He also 
becomes forgetful of strong evidence if he has made up his mind 
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about a certain point. His treatment especially of the Moghul 
period appears unsatisfactory. He is prone to build up theories, 
to play with facts and figures, to evolve hypothetical conclusions. 
His treatment of the revenue administration of Akbar does not 
bring light, but confusion. It would have been far better if he 
had incorporated in the body of his book translations of passages 
instead of building up opinions on them. 

The book consists of eight chapters and nine appendices with 
a preface and an introduction. The main subject is an examina- 
tion of the methods by which the State’s share of the peasant’s 
produce was assessed and collected from the twelfth to the 
eighteenth century—that is to say, during the period of Muslim 
rule in India. According to him, there were three essential 
constituents of the State: the Sovereign, the Army, and the 
Peasantry which paid for the first two. He holds that in Muslim 
India, as in the India of the Hindus, the agrarian system was a 
matter of duties rather than of rights, the peasants being there 
simply to till the soil and pay a share of the produce; their 
rights, if any, being subordinate to this fundamental obligation. 
For a proper appreciation of the conditions prevailing in India 
of pre-British days, he would eliminate three factors which 
characterise the British period—namely, (1) tranquillity enjoyed 
by India, (2) the rule of Law superseding the personal Law of the 
former kings, whether Hindu or Muslim, (3) prevalence of 
philanthropic ideals which have influenced the minds of the 
bureaucrats of the nineteenth century, as part of the Zeitgeist. 
One is tempted to ask what these ideals are which have been 
embodied in State policies. Do they relate to famine preventive 
measures, improvement of agriculture, reduction in the land 
revenue demand, or education, or a general effort to improve the 
standard of living of the people? Some of these—for example, 
improvement and development of agriculture, preventive measures 
against famine, a general regard for the economic welfare of the 
people and assessment of the land revenue demand at a reasonable 
figure—were not altogether unknown; in fact, were given special 
importance in the orders issued by many Muslim sovereigns in the 
past. 

Chapter I opens with an account of the Hindu sacred Law. 
In the absence of information as to how the Hindu system was 
actually worked in the twelfth century, the author has to rely on 
the Hindu theory contained in the law books, and makes the 
admission that, being ignorant of Sanskrit, he has to depend on 
translations, and enters a caveat against the reliability of trans- 
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lations as guides in technical matters. According to him, the 
sacred Law of the Hindus contemplates an agrarian system similar 
in essentials to that which was found at the beginning of the 
Muslim period, and not very different from that which persisted to 
its close. In the Hindu State there is first the King and secondly 
the peasant. The duty of the peasant is to cultivate the soil and 
to pay a share of his produce to the King. The King’s duty is 
to protect his subjects and to claim a share of the peasant’s 
produce. The share of the produce taken is gross, without 
allowing anything for the cost of production; such allowances 
characterise the British period only. The author is not sure 
whether the conception of ownership of land had existed at the 
time when the sacred law of the Hindus was formulated, and 
takes the charitable view that though the Muslim sword might have 
killed the institution of ownership, it could not have eradicated 
the conception of ownership from the minds of the people. The 
conclusion at which he arrives is, in respect of both the Hindu and 
Muslim periods, that there was no ownership of land in the modern 
sense of the term. What this modern conception is, the author 
nowhere explains. Full freedom to buy, to sell, to bequeath, to 
inherit, to give away land existed during both the periods. There 
can be no question about this freedom, and the matter does not 
admit of argument. Wherein, then, lay the difference? In the 
unchallenged and absolute right of kings, whether Hindu or Muslim, 
to allow their subjects to hold or to occupy land, during their 
pleasure, and to deprive them of this right at any time. So 
argues the author. The evidence for it? One may waste a 
life-time in seeking for it in texts, Arabic, Persian or Sanskrit, 
before one comes across some scrap of information in the conduct 
of some despot. The statements of the author on the rights of 
the subject in the soil would be disputed by scholars this side of 
the Suez Canal. To Sir John Shore’s question—“ Why did the 
King purchase lands, since he was lord of the country, and 
might have seized in that capacity ? ’’—the answer of Ghulam 
Hussain Khan, the Muslim historian, was—‘“‘ The emperor is not 
so far lord of the soil as to be able to sell or otherwise dispose of it 
at his mere will and pleasure. The emperor is proprietor of the 
revenue, but he is not proprietor of the soil. Hence it is, when 
he grants, aymes, altumghas, and jageers, he only transfers the 
revenue from himself to the grantee.” In the year 1715 the East 
India Company made an application to the Emperor Farrukhsiyar 
for a talukdari of certain villages for an annual payment. The 
Company’s request was granted in 1717, but the Emperor’s orders 
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said “ Let them (the Company) make the purchase from the owners, 
and then let our Revenue Minister release it’ (Briggs, p. 134). 
Islamic law recognises, without the least manner of doubt, the 
full right of the Milli (the Faithful) and of the Zimmi (those not 
of the Faith and living under the protection of Muslim rulers 
as their subjects). Muslim jurists have never shown subservience 
to rulers of their own faith, however powerful they might be. 
The author must know from his study of Barni’s chronicle what 
independence of character was shown by Qazi Mughis when the 
powerful Emperor, Alauddin Khalji, who cared little for Islamic 
law, asked him to answer certain questions (Barni, pp. 291- 
295). So much for Islamic theory. As regards practice, one 
would like the author to produce evidence from the chronicles, 
which might establish the fact that Muslim rulers, however 
despotic, abolished this right of private property in land. The 
only differences which the author detects between the Hindu and 
the Muslim systems are that the Muslims based théir demand on 
the profits of cultivation, while the Hindu system fixed the 
demand at a fraction of the total gross produce; and that the 
Hindu scale was uniform, while the Muslim scales were differential, 
and made allowances for variations in cropping, sources of 
irrigation, and the higher costs of production. These deductions 
and allowances constituted the only relieving features of the 
Muslim system. 

The author says that the agrarian system in operation in the 
fourteenth century was in its essential features in harmony with 
the law of Islam, and also with the sacred law of Hinduism. The 
new rulers had little more to do than to give Persian or Arabic 
names to the institutions which they found already in existence. 
The share of the produce taken by the Muslim rulers was generally 
one-third, though a strong ruler like Allauddin Khalji might go 
even to a half, from political considerations. Over large parts 
of the country south of the Narbada, the share was a quarter. 
The author is of opinion that nothing was done to ameliorate the 
condition of the peasantry, and that when the Moghul Empire 
finally broke up, a legacy of loss was left to their successors. It is 
hardly fair to judge the administrative achievements and efficiency 
of all Muslim rulers by the period of anarchy which followed, and 
was closed by, the consolidation of British rule in India. 

The author’s assertion that nothing was done to improve the 
condition of the peasantry is not supported by the full, clear, and 
decisive evidence of the chroniclers from whom he has gathered 
his materials. Take, for instance, the development of agriculture 
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and the improvement of cropping. Large sums of money must 
have been spent by the State on the excavation of canals and 
development of agriculture. There are few countries the annals 
of which show that improvement of agriculture had become a 
definite aim of State policy in the early part of the fourteenth 
century, as was the case during the reign of Muhammad Tughlak, 
but the author dismisses the account given by Barni as magnilo- 
quent. Thinly veiled, there appears the professional jealousy of 
a bureaucrat of the twentieth century when he comes across the 
startling idea of agricultural improvement carried on by enlightened 
oriental despots. Why should the picture of Meerut and Buland- 
shehr as a country of vines and date-palms and wheat and 
sugar-cane raise a sneer of contempt? Barni was an official. 
He was a native of Bulandshehr, and knew what he was writing 
about. But the author is of opinion that Barni was in his dotage. 
How is he going to dispose of Shams Afif, who was a bureaucrat, 
a chronicler and understood agrarian matters? The account 
that Shams Afif gives on pp. 293-296 of his chronicle is too 
circumstantial to be disposed of by the reader as the fantasy of 
an imaginative oriental. The chronicler records that by the 
king’s exertions “‘ twelve hundred gardens were established in the 
environs of Delhi. In every garden grapes of every variety grew. 
Similarly, there were in every garden fruits of different varieties. 
The revenue derived by the Treasury from garden produce was 
1,80,000 tankas, excluding the shares which was the property of 
the gardeners. The revenue of the country between the two 
rivers was 80 lakhs of tankas in those days.’’ The author does not 
realise the significance of the efforts made by all Muslim Kings 
to extend the area under cultivation. They wanted an increase 
in revenue, and were not likely to inflict injury on themselves by 
bringing about a reduction in area under the plough. The views 
of the early Muslim kings regarding land revenue may be illustrated 
from the advice given by Balban to his son Mahmud, to whom he 
made over the province of Bengal. ‘“ My first advice to you is 
that you should not make any unreasonable demands on the 
people. You should follow the practice of the former rulers in 
imposing new demands, and you should not introduce new rules 
and regulations of your own, and you should deal with the people 
in such a way that they find it neither all too easy nor all too hard, 
and, in the same way, in the levy of land revenue, you should follow 
the rule of the golden mean. Not so much should be levied that 
the people become helpless and not so little that they should 
become rebellious through affluence ” (Barni, p. 100). 
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Moreland remarks (p. 65) that the provision of State irrigation 
was undertaken only by Firuz, but he omits to mention what was 
done by Ghiasudin Tughlak, of whom Barni speaks in the following 
terms on p. 442 of his chronicle: ‘“ All the energy and efforts of 
Tughlak Shah were directed to no other task but of causing the 
excavation of far-reaching canals, bringing verdure to exquisite 
gardens, the building of fortresses, the provision of agricultural 
facilities for the people generally, the cultivation of waste land 
and bringing into life the dead lands, and lands, the cultivation of 
which had become unprofitable.”” Moreland’s statement that the 
welfare of the people was not kept at heart by the kings, is dis- 
proved by the clear evidence scattered here and there throughout 
the chronicles on which he relies. An instance may be given out 
of the chronicle of Shams Afif, Chapter XVIII, p. 98: “It is 
related that His Majesty the Emperor Firuz Shah, through the 
inspiration and help of God, made high endeavour in advancing 
the welfare of his subjects according to the obligation of kingship. 
In this work he toiled incessantly. . . . In the houses of the 
subjects there was so much corn, property, horses, effects, that one 
could not count them. Every person had much gold and silver, 
and abundant household goods. No woman was without apparel. 
In the house of every subject there were fine bedclothes, good 
bedsteads, much property and many commodities and every per- 
son had abundance of goods.” Compare also the references to 
arts and crafts, and the improvement of agriculture (Chronicle, 
pp. 436 and 569). 

Another illustration of Mr. Moreland’s methods may be given 
from his account of the torture of officials, whether high or low. 
From his account it would appear that torture was the usual 
means of effecting recoveries of dues from the humblest to the 
highest official. The passage of Barni (p. 288) would not support 
Moreland that payment of the balances was enforced by torture. 
Ghiasudin’s orders about Governors referred to disrespect, and 
not to torture. Instructions of Firuz are about the minor 
officials, who made the life of the peasantry burdensome by their 
exactions. The passage in the chronicle of Shams Afif (pp. 337— 
343) is clear about the procedure, and leaves not the slightest 
doubt about the methods adopted by the audit department in 
checking the accounts of the spending departments and of the 
realisations of the revenue department. There is no mention 
there of any disrespect, rudeness, severity, and much less of torture. 
As regards the instance given by Moreland on p. 43 of his book, 
the account given by Shams Afif on pp. 451-501 is explicit. The 
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chapters relate to the activities of the Controller of Accounts, 
Malik Shams-ud-Din Abaurja, a cantankerous official, who made 
matters difficult wherever he went by his outward honesty and 
straightness of conduct. He was relieved of his charge as Deputy- 
Governor of Samana, and was sent to Gujerat, where he was 
appointed Mastaufi, Controller-General of Accounts (p. 464 of 
Shams Afif) by the King. At first he worked hard, but, finding 
the road clear, he took bribes, and did not withdraw “ the grasping 
hand of bribery as he lengthened the tongue of criticism.” He 
was certainly tortured. But it was for bribery, and not for 
recovery of dues. If the author had shown more regard for 
evidence, he would have noticed on pp. 432 and 433 of the 
chronicle of Shams Afif what the correct procedure was. If any 
one committed defalcations, the King’s step-brother would ask 
his officers to pull down the turban of the delinquent, and by so 
disgracing a man who kept for himself what he collected, he gave 
every one to understand that, the turban being the symbol of 
honour, such a man had lost honour. 

Another instance which may be given of the author’s method 
relates to his account of the expulsion of the Portuguesefrom Bengal 
during the reign of Shah Jehan. The author has misread the 
passage in the Badshahnama, and just by reading the enclitic, 
where none such exists, he has come to some surprising conclusions. 
Moreland speaks of colonisation, of the development of agriculture, 
and the settlement of a Christian tenantry round about Hoogly. 
The facts of the matter are that there was no colonisation, no 
settlement and no development of agriculture. By attaching the 
enclitic to the first word in “‘ Nasara Ijaradaran,” he makes it 
appear that the Portuguese had settled Christian tenants on the 
land. Without reading the enclitic, the correct rendering of the 
King’s orders is to “‘send the Christians—namely, the Portuguese 
—to hell,”’ and not the Christian tenants of the Portuguese, who 
were non-existent. 

Moreland’s reference to the acquisition by Firuz Shah of male 
slaves 180,000 in number comes very near suppressio veri et 
suggestio falsi. A translation of the whole chapter—pp. 267-273 
of Shams Afif—would enable every one to judge whether these 
slaves formed a commodity and what position was allotted to 
this commodity in the scheme of social life of those days. 

From the examples given above, one can form an idea of 
the methods followed by the author in taking out bits from 
here and there to illustrate a point which he may have in 
mind. The connected narrative, on the other hand, would go 
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to prove just the reverse of the point which the author may be 
making. 

The author has misunderstood the plain meaning of many 
terms and has built on such misunderstandings theories of his own. 
Take, for example, the word raiyat. By it he means the peasants. 
But the word raiyat in Arabic and in the mouths of Muslims in 
India has uniformly meant thé subjects, and never “a herd ” 
either of “ animals or of peasants.”” Again, Mr. Moreland says 
that the word Malik originally denoted a king, and has built on 
this incorrect understanding of a plain term a whole complex of 
ideas about ownership of land. He has confused the word Malik 
with Malik, meaning a king, and Malak, meaning an angel. The 
latter two words are derived from different roots and have 
different meanings. : 

The author is not just to Barni, whose account of the reign of 
Firuz Shah is well-balanced and brings out the good as well as the 
bad points of this king. The chronicler himself says that he 
considers truth as one of the conditions attaching to the duties 
of a chronicler, and that he has made it his aim to give a true 
account of events, irrespective of his personal feeling, whether he 
is successful or unsuccessful in life. Mr. Moreland makes a 
mistake on p. 50 when he refers to Muhammad Tughlak being 
called to the Deccan. Barni, on p. 499 of his chronicle, says that 
he had been called to Thatha in Sind, where he died. The 
reviewer has re-read in the Maasir-ul-Umara the biographical 
account of Murshid Kuli Khan, a great administrator of the 
Deccan. The language is distinguished by its simplicity and 
terseness, and it is difficult to understand where rhetorical exag- 
geration comes in (Moreland, p. 186). 

In conclusion it may be remarked that the author has asked 
of the Past something more than the very Past itself. 

Loput Karim HyDER 
Aligarh Muslim University, 
Aligarh. 


Problems of the Japanese Exchange, 1914-1926. By JUNNOSUKE 
Inovyr. English Version by E. H. pE Bunsen. (Mac- 
millan. 1931. Pp. xxii + 263. 10s. 6d.) 

Food Supply and Raw Materials in Japan. By E. F. PENROSE. 
(University of Chicago Press. 1930. Pp. 75. 9s.) 

Survey of American Foreign Relations. By Cuartes P. How- 
LAND. (Oxford University Press. 1930. Pp. xvii + 541. 
24s.) 
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Expert studies in European languages of the financial struc- 
ture of Japan are hard to come by, and this account of Japanese 
exchange problems during a very interesting period is to be wel- 
comed, especially as it is the work of a distinguished financial 
administrator. The author begins by showing how in pre-War 
years the steady depletion of the exchange funds which the Bank 
of Japan had accumulated abroad was threatening the main- 
tenance of gold parity, and he goes on to describe how the situation 
was transformed by the great increase in Japan’s export trade 
after 1914. The circumstances of the time led to an enormous 
growth in the foreign balances of the Bank of Japan and of the 
Government, and Mr. Inouye explains that, since it was not found 
possible to convert these into long-term investments, they came 
to form the basis of the greatly expanded note-issue. With the 
coming of the world depression in 1920 Japan began to employ 
these foreign holdings to maintain exchange at dollar parity, and 
as deflation was not carried as far in Japan as in America, a con- 
siderable divergence developed between the internal and the 
external value of the yen. The earthquake of 1923 necessitated 
the importation of great quantities of reconstruction materials 
which exhausted the exchange funds, and Japan, in consequence, 
had to allow the external value of its currency to depreciate to 
the level of its internal value. During 1925-26 there was a 
partial recovery of the yen which Mr. Inouye attributes to specu- 
lative buying on the part of Chinese and Americans in anticipation 
of a removal of the embargo on the Bank of Japan’s gold reserves. 
It might also have been pointed out that a deflationary movement 
was then in progress which was leading to a rise in the internal 
value of the currency. Unfortunately Mr. Inouye’s account does 
not go beyond 1926, and so he has been unable to deal with the 
financial crisis of 1927, a symptom of the deflation, and with the 
circumstances leading to the restoration of the gold standard in 
1930. He has much of interest to say concerning the relations 
between the exchange banks and the Bank of Japan, and with 
the immediate effects of the introduction of the Bank Acceptance 
into Japan in 1919. He does not, however, discuss the subse- 
quent influence of this on the financial system, and so does not 
add to the information on this point which is already available 
elsewhere; for example, in Odate’s work, Japan’s Financial 
Relations with the United States. 

Mr. Inouye’s book as a whole can scarcely be said to break 
fresh ground. The main outline of the developments which he 
describes are already well known; but his study is valuable in 
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filling in details drawn from his own wide experience of Japanese 
finance. English economists who have been concerned about 
the “inelasticity ” of our economic system in face of a falling 
price-level will be interested in the analogy which the author 
draws between the circumstances of the'British coal export trade 
since the restoration of the gold standard in 1925 and those of 
Japan’s silk export trade at the-time of the rise of the dollar—yen 
exchange during the speculative movement of 1925-26. 

The book has several defects. It consists of lectures delivered 
to Japanese University students, and this method of presentation 
has serious disadvantages in a translation expressly intended tor 
a foreign expert public. For example, discussion of elementary 
principles of exchange and currency could have been dispensed 
with; while the book would have gained from a brief exposition 
of the peculiarities of Japan’s banking system. Without some 
acquaintance with these, Western readers will be unable to 
appreciate fully the problems with which the bool: is coneerned. 
Mr. de Bunsen in his preface scarcely supplies this want. He 
describes how the Japanese banking system was built up of 
groups of banks each with highly specialised functions, and he 
declares that this specialisation has enabled the Bank of Japan 
to exercise a beneficial control over every department of economic 
life. Actually it has been found time and again that the Bank 
of Japan has been incapable of fulfilling the main task of a central 
bank, viz. the control of credit policy; while the specialisation 
of function, as Mr. Inouye shows, resulted in the funds of the 
domestic commercial banks being unavailable for exchange pur- 
poses during the period of rapidly increasing exports from 1914 
to 1919, 

Many parts of Mr. Inouye’s book are unscientific in treat- 
ment. He does not mention, either expressly or by implication, 
the concept of purchasing power parity, and his account of the 
divergence between the internal and the external values of the 
yen after 1920 would have gained greatly in clarity and exactness 
had he done so. There is much categorical statement instead of 
argument and analysis, and there are many loose expressions. 
The author frequently uses the terms “ artificial ’’ and “‘ natural ” 
as applied to the exchange value of the yen without defining his 
meaning. He has much about the “ transgression of economic 
laws.” At times he seems uncertain concerning the elementary 
principles of international trade, and the frequent variations on 
his statement ‘‘ Japan is inherently an excess importer ” throw 
no light on the problem of her balance of indebtedness. On p. 101 

No. 162.—voL. X11. U 


r 
k 

| 


286 THE ECONOMIC JOURNAL [JUNE 


he and his translator are guilty of the following : “‘ The mechanism 
of economics is intricate and should be inviolable—and if you 
tamper with it, it will grind you exceeding small.” 


Mr. Penrose’s little book is one of the most useful contributions 
to the economic literature on Japan that has appeared for many 
years. It is almost entirely statistical in character, and his 
figures, which deal with population, food imports and agricultural 
and mineral production, cover the period from 1894 to 1927. 
The author is justified in his claim that, in the fields covered, his 
book contains the most extensive collection of figures to be found 
in any one book in any language, and those who are familiar 
with the difficulty of obtaining reliable statistics concerning Japan 
must admire the patience and skill with which he has done his 
work. In order to convert his figures into useful instruments for 
economists, Mr. Penrose has constructed indexes of the physical 
volume of production of food-stuffs, industrial crops and minerals. 
In Chapter III he describes the sources of his statistics and the 
methods used in constructing the indexes in a way which inspires 
confidence as to the soundness of his results. 

The author has his eye on the population problem which is 
engaging so much attention both among Japanese and among 
Western observers in Japan, and he has many shrewd comments 
to make on the opinions which are popularly expressed on this 
subject. He is well aware, too, of the limitations of statistical 
analysis in providing definite conclusions, and he recognises that 
other factors besides economic ones must be taken into account 
in a consideration of population questions. He says, for example : 
“* A Japanese in poor circumstances will eat a considerable amount 
of barley ; if his income increases he will substitute rice for barley. 
Yet food chemists have shown that rice is inferior to barley in 
protein content and, having regard to Japanese diet as a whole, 
it would be better if Japanese people consumed more barley and 
less rice. . . . So far as increased income is used for substituting 
rice for barley it actually diminishes welfare.” 

In the last chapter he deals with several controversial topics 
on which his statistics throw light, and here the necessity for 
brevity forces him to over-simplify some of his conclusions. For 
instance, he advocates the abolition of the Japanese duties on 
imported food-stuffs on the ground that these are hindering 
industrial expansion, and he thinks that Japan must pass 
through the same stage of development in the present century as 
Great Britain passed in the nineteenth century. Ona broad view 
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this is no doubt true; but the situation of contemporary Japan 
presents greater complications than did that of this country during 
the ’forties of last century, and the analogy is scarcely justified. 
It must be remembered that the bulk of Japan’s rural population 
consists of peasants, and for social reasons it is doubtful if the 
country will be willing to sacrifice this class in the interests of 
industrial expansion. This is particularly the case, since the 
rearing of silkworms, the basis of Japan’s chief export trade, is 
essentially a peasant industry. It is not easy to foresee how the 
price and output of raw silk would be affected if the production of 
food-stuffs, from which the peasant derives the major part of his 
income, were exposed to unrestricted competition from abroad. 
Such a policy would certainly involve a redistribution of the 
economic activities of the nation which would place a great strain 
on its powers of adjustment. 


The Survey of American Foreign Relations is the third of a 
series of annual publications which have been prepared under 
the direction of the Council on Foreign Relations, and this volume 
(for 1930) is concerned mainly with the dealings of the United 
States with the Far East. It is a well-written and scholarly 
study and is of far wider interest than its title suggests; for it 
includes within its scope an examination of the recent political 
and economic development of Japan and China and of the trading 
and diplomatic relations of the leading Western Powers with 
those countries. The sordid story of the political relations of 
Europe and America, and of their apt pupil Japan, with China 
and with the yet more unfortunate Korea, is here adequately and 
succinctly told. It must leave the reader, whether Englishman or 
American, with little pride in the contribution of his civilisation 
to Oriental well-being. 

The chapters likely to be of greatest value to readers of this 
JOURNAL consist of those on Economic Relations and on Migra- 
tion in the Pacific Area. The account of the successful merchan- 
dising methods of the Americans in the Chinese market (especially 
in connection with oil and tobacco) is of special interest to British 
economists and business men at the present moment, and it gives 
point to the recent criticisms of our marketing methods in the 
Far East. This is only one of the many important economic 
topics which are discussed in this admirable book. 

G. C. ALLEN 
University College, 
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Japan’s Economic Position. By Joun E. OrncHarp. (London: 
McGraw-Hill. 1930. Pp. 489. 25s.) 


Tue chief merit of this book is that it proves the popular 
belief, that Japan is one of the foremost of industrial nations, to be 
false. This overshadows the excellent account of the condition 
of Japan when finally thrown open to foreign influences, and of the 
results of these influences, and the less interesting but worthy 
description of the chief industrial districts. 

The population of Japan has risen rapidly since the end of the 
period of seclusion, and is increasing at the rate of nearly a million 
a year. In order to provide additional rice, new areas have been 
turned into paddy-fields, and other crops, notably cotton and 
beans, have been supplanted, while the average yield of the fields 
has been increased by about 50 per cent., so that even with the 
present population only about 10 per cent. of the food required 
is imported. The standard of living has improved and is still 
improving, so that increases in the per capita consumption of rice, 
wheat, fish, meat and sugar have occurred, but the diet has not 
yet changed fundamentally. The demand for rice is so great 
that there is no room for expansion in the production of agricul- 
tural raw materials of industry, or for the expansion of industrial 
areas. Every increase in population and every improvement in 
the standard of living results in new imports of food, and the only 
possible solutions of Japan’s greatest problem seem to be : (1) a 
radical change of diet, which is unlikely to take place except very 
slowly; (2) a great increase in manufacture for export, which is 
difficult on account of the lack of raw materials, of industrial 
efficiency, and of suitable markets; (3) emigration, but there are 
no particularly suitable outlets; (4) birth control, which was 
strongly condemned until recently and which is not yet 
encouraged. 

Industrial development in Japan, although fostered by the 
Government by tariffs and subsidies, has been slow, and in many 
cases has been nothing but an adaptation of old methods. In 
no case has Mr. Orchard been able to report any new processes ; 
the Japanese imitate, but haveno real mechanical skillor inventive- 
ness. Domestic industries persist to such an extent that of those 
engaged in manufacture, 60 per cent. work in establishments with 
less than five workers. Further, a shortage of raw materials 
(particularly of iron and coking coal) and of capital contributes 
to put industry in Japan at a disadvantage. The fact that 
farmers carry on small-scale industries results in long hours and 
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poor wages in factories doing similar work. Even the large 
manufacturers are coming but slowly to the opinion that efficient 
machinery and well-paid labour are essential for successful 
competition in foreign markets, and there has been vigorous 
repression of labour unions. 

In foreign trade Japan is in a precarious position. Reeled silk 
accounts for over 35 per cent. of the exports, and there is the 
possibility of competition from China or the substitution of 
artificial silk ruining this trade, which is almost entirely with 
U.S.A. Almost as important is the export of cotton goods, in 
which there is strong competition from other countries, while the 
growth of the cotton industry in China is taking away part of the 
best market and may eventually result in Chinese competition in 
other markets. : 

The outlook appears dismal, and Mr. Orchard considers 
close association with China to be of vital importance. Japan 
can obtain some iron ore, coal, cotton and other raw materials 
from China, and can also find there the largest available market 
for manufactured goods. Unfortunately, in efforts to ensure the 
supply of these raw materials and in seeking political prestige 
Japan has antagonised China and has imperilled both the supplies 
and the export market. In railways and mining, in the building 
of factories and in banking in China, Japan has sunk, and in some 
cases lost, a great deal of capital, while home industries have been 
starved for want of it. The factories operated by Japanese in 
China do not provide an outlet for population, but compete with 
similar factories in Japan. 

The examination of other sources of raw materials and of other 
markets for manufactured goods is exhaustive, and may give a 
little hope to Japanese readers. C. A. ASHLEY 


University of Toronto. 


The Influence of Communications Internal and External upon the 
Economic Future of China. By Mine-su CuEene. (London: 
George Routledge & Sons. 1930. Pp. 173. 7s. 6d.) 


THE title of this book, long though it is, fails to convey any idea 
of the comprehensive nature of Mr. Cheng’s work; it is doubtful 
whether the book would have suffered if he had kept more closely 
to the subject-matter suggested by the title. There can be no 
doubt that internal communications in China have had, and will 
have, a dominant influence on the economic, political and social 
life of the country, and Mr. Cheng shows very clearly how great is 
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the need for better internal transport facilities. He then examines 
in turn the history and present-day condition of railway, water 
and air transport, and of post and telegraphic services. He also 
deals with the probable effects of improved transport on agriculture 
and on industry and trade. There is a map at the end of the book, 
which could easily be much improved by omitting provincial 
boundaries and including more of the places mentioned in the 
text. The book appears to have been published at the end of 
1930, but it was written largely in 1928. Some of the material is 
naturally out of date, and 1928 was an unfortunate year to choose 
for any study involving the use of statistics from China. That 
accurate statistics are difficult to obtain is shown by figures, given 
on successive pages (144 and 145), in comparing the yield of rice 
in China and U.S.A. 


Yield of Rice per acre, in bushels: China 1,750 
U.S.A. 1,262 


Harvest per hectare, in 100 kilos: U.S.A. 20-08 
China 13-33. 


Fortunately, the main thesis requires no accurate statistics to 
carry conviction. 

There can be no doubt that the standard of living of all but the 
upper classes is very low, and Mr. Cheng shows how heavy is the 
burden of transport charges on food and raw materials, and on 
manufactured goods, in a country where human labour is prob- 
ably still responsible for more movement of goods than is any 
other single agency. In spite of intensive cultivation, the country 
does not produce sufficient food-stuffs for its enormous population ; 
the yield can be increased only by the use of machinery and 
fertilisers, and their economical use depends on cheap transport. 
Almost every year there is a famine in one part or another of 
China, resulting in tremendous suffering and loss of life; the only 
way of preventing these famines is by establishing rapid and 
widespread transport facilities. The raw materials of China 
(particularly coal and iron) can be utilised economically on a large 
scale only when cheap transport is available. The political 
unification of the country is also absolutely dependent on rapid 
transport, and in its turn has a vast influence on each of the other 
problems. 

Mr. Cheng is anxious that China should profit by the experience 
of the West, and plan its transport so that useless competition is 
avoided, and all the services are co-ordinated. The Yangtse- 
Kiang is already one of the finest natural transport routes of the 
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world, and, apparently, a little work between Ichang and Chung- 
king would make it a rapid and cheap connection between Szech- 
wan and the ocean ports, although Mr. Cheng thinks a railway 
necessary for this purpose. The need for new railways is most 
pressing, for it is by this means only that certain very large areas 
of dense population can be tapped. It has been proved con- 
clusively that railways in China can, in times of peace, earn 
handsome returns on capital, and it is unfortunate that practically 
no construction is going onnow. The best recent work in develop- 
ing transport has been in roads, but it is doubtful whether the 
present roads are superior in character or mileage to those existent 
a thousand years before the birth of Christ. It is surprising to 
find that at a distance of forty miles out of Shanghai roads cease, 
and the only method of land transport is by wheelbarrow or 
carrying coolie. Other cities have much longer roads connecting 
them with the country and with other cities, and there is a large 
number of motor bus routes, particularly in the north. Mr. Cheng 
is doubtless quite right when he writes, ‘‘ Thus, for the time being 
at least, motor vehicles will play a moreimportant role in economic 
development in China than elsewhere.” (British Motor Trade 
papers please copy !) 

Mr. Cheng gives the impression that, with the aid of foreign 
capital, and a complete cessation of foreign ‘“‘ interference,” China 
will shortly be supplied with a splendid network of communi- 
cations, and will leap forward as an industrial nation. A com- 
parison between the Whangpoo Conservancy Board (which, under 
foreign management and independent of politics, has enabled 
Shanghai to become one of the largest ports in the world) and the 
Harbour Authority at Tsingtao (which, in the name of nationalism, 
has allowed a splendid piece of German engineering and organisa- 
tion to decay), and between the South Manchurian Railway 
(flourishing under Japanese control) and the China Merchants’ 
Steam Navigation Co. (practically bankrupt under close Govern- 
ment supervision) should have been sufficient to persuade him 
that foreign control is still necessary to attract foreign capital, 
and to have prevented him from suggesting that, within any short 
time, the coastal trade of China should be denied to foreign vessels. 
Working along those lines, famines will persist, and his dreams will 
remain dreams. The time of concession seizing is past, and there is 
nothing derogatory.in foreign capital and control being hand-in- 
hand in China any more than in, say, South America. 

C. A. ASHLEY 


University.of Toronto. 
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Agricultural Russia on the Eve of the Revolution. By G. Pav- 
LOVSKY, Ph.D. (George Routledge & Sons, Ltd. 1930. 
Pp. viii + 340. 15s.) 


TuE last decades of our epoch witnessed considerable changes 
in landownership, agriculture and land distribution over nearly 
the whole of Europe. But, possibly, nowhere was this evolution 
more striking as to its shape and to its economic and political 
aspects than in Russia. 

Dr. Pavlovsky begins his work by reviewing the agricultural 
geography of the country and the conditions—prior to 1861— 
of the old Imperial patrimonial Russia. The landowning class 
was represented in the middle of last century by from 150,000 to 
200,000 landed proprietors, small and large, distributed over the 
whole central and southern areas. This landed nobility and 
gentry, in possession of nearly the whole arable territory of the 
country, had at their disposal and services the manual force of the 
millions of peasants. Only the Northern provinces and Siberia 
(the State peasants) and territories of Cossacks and Nomads were 
legally free. The author discusses the subsequent State policy of 
gradually increasing transfer, since 1861—the year of the Eman- 
cipation of Serfs—and particularly after 1895, of nearly the whole 
area of arable land in Russia to the peasantry, and finishes with 
the complete disappearance of the former landowning class; it 
was completed by revolutionary methods in 1905 and 1918. Thus 
in fifty years’ time Russia from a country of landlords and serfs 
was turned into a land of peasants only. 

The transfer of the whole arable land to the peasants did not 
bring the country to a prosperous agricultural position. Nor 
has it created a satisfactory state of mind between the Russian 
peasantry and the now ruling communist class. With the recent 
Soviet policy of doing away with peasant’s land tenure, and with 
the introduction of cultivation on principles of advanced com- 
munistic State farms, the tension between the peasantry and the 
Soviets assumed a particularly acute form. Local revolts in the 
country and lack of food and other commodities in towns were the 
immediate results. This unsound state of things naturally recalls 
the mind to the pre-revolutionary and pre-war situation of agri- 
culture in Russia and reminds us of the years when Russia was the 
chief producer and exporter of cereals in the European market. 
Dr. Pavlovsky’s book appears, therefore, at an opportune moment, 
since a sound and impartial research into the state of agriculture 
for the last half-century was much wanted. 
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After an exposition of the climatic and agricultural conditions 
of European Russia he describes the growing influence of capital- 
ism and industrialisation on the purely patrimonial state of the 
country in the ’fifties and ’seventies of the nineteenth century. 
The Act of 1861 did not in his opinion affect the primitive condi- 
tions and extensive systems of farming, because the free labour 
on the market was not accompanied by the appearance of any 
“ capital ” in agriculture for at least twenty years. Thus it did 
not bring about any appreciable raise of yield, nor any progress in 
cultivation, nor sufficient employment for the excess of workers in 
the country-side. The very serious reasons for this, which Wallace 
has described in his Russia, could be formulated thus, that in 
1861 the peasants, bound to pay in thirty-eight years to the 
Government the amount advanced to the landowners for the land 
they got from them, were not proclaimed individual proprietors, 
but either tenants of land in communities or individual tenants 
in some southern governments, whole villages being in beth cases 
responsible for annual payments and taxes. Different reasons 
were advanced by supporters of the predominant system of 
communal tenure. The Government supposed that in this way 
they would avoid the creation of a much-feared “ proletarian ”’ 
class and maintain an easy system of levying taxes. The ad- 
vanced politicians, on the other hand, were supporting the 
communal tenure under the presumption that under their guidance 
it would act as a check on the arbitrary Russian autocracy, 
and that there would be only one further step to the idealistic 
socialisation of rural Russia. 

Dr. Pavlovsky’s great merit is in keeping outside politics and 
limiting himself to purely technical questions of agriculture. 
He shows what were the awful agronomical results of the policy 
of supporting on political grounds the communal, we might say 
even ‘“ communistic ” principles in Russian peasant agriculture. 

The necessity and the natural desire of members of the 
commune to make ideally fair distributions and redistributions 
of allotments to each family caused the peasants—and this all 
over agricultural Russia—to acquire the habit of dividing first 
of all their three-field allotments into many “ places,” according 
to different values of the soil as well as to the proximity of its 
parts to the village itself; and next to decide in the village 
meeting on the division of the land, whether it had to be divided 
equally, on number of adult members and children of the village, 
that is, on “‘ mouths,” or on number of “ souls,” children counting 
as fractions, Each senior member of the family was to obtain in 
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each ‘“‘place”’ parcels of land for a given number of “souls.” Besides 
this, each peasant was bound to follow the rotation of crops of his 
villagers. These “ places’ were sometimes very numerous and 
of varying degrees of agricultural value and might be close to or 
at a distance from the village. With the change of the village 
population or owing to other reasons the peasant was liable to 
lose his possession of those strips even at the next year’s redistribu- 
tion, and receive other strips in exchange. 

Dr. Pavlovsky produces figures to show that a huge area of 
over twelve millions of acres passed to the peasantry from the 
gentry between 1895 and 1905—manor houses, parks, gardens 
being as a general rule simply destroyed and every square foot 
converted into farming land, but with no advantage to the 
national output. The agrarian troubles of 1903-6 in nearly all 
parts of Russia and the aggressive attitude of the peasants towards 
the remaining estates and holdings of non-peasant type, showed 
that the evil of land scarcity must be fought by other means. 
The years 1905-6, years of generally great reforms in Russia, 
including the introduction of the seeds of a Parliamentary system, 
witnessed the introduction of a new and extremely important 
policy. This was the policy of allowing the peasants to separate 
from the commune and become small independent farm-owners. 
This policy is identified with the names of distinguished Russian 
statesmen of the reign of Nicholas II—Stolypin, Krivoshein and 
Gurko. This policy was supported by three movements. First, 
the newly-reorganised Peasant Bank of 1905 gave facilities for a 
further transfer of the lands from the gentry to peasants individu- 
ally, either in the form of a single piece of land or of a farm, the 
peasant living on his land. This policy of ‘‘enclosures’”’ and 
“‘ group enclosures ”’ was followed by a new right given to each 
individual peasant to compel the community to grant him in 
freehold his legal portion in the communal land. Finally, there 
followed an energetic policy of State assistance for emigration 
to fertile portions of Siberia. 

Dr. Pavlovsky produces final figures of this new policy of 
Stolypin. He shows that still more millions of acres were trans- 
ferred into individual holdings, making with previous transfers 
from 1883 to 1912 the huge area of 43 millions of acres, or more 
than the total area of England and Wales. About one-tenth of 
the peasantry had abandoned the villages and the “‘ obschina ”’ ; 
hundreds of thousands of peasants were finding every year their 
new homes in fertile Siberia. 

The agrarian reforms have coincided with the general upheaval 
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of Russian productivity in all new branches of economics; rail- 
ways, mining, banking. Exports were growing every year; 
peasantry, particularly on individual farms, were increasing their 
prosperity at an incredible rate. That was the promising aspect 
of Russian and financial economic affairs at the time the Great 
War broke out. 

The few last pages of the ‘book still show that the whole 
agricultural structure of Russia, so ably described by Dr. Pav- 
lovsky, was unfortunately not strong enough to withstand the 
burdens which the Great War imposed on the resources of a nation. 
Those who suffered from “land hunger ”’ and were living still in 
communities—nine-tenths of the peasantry—were the first to 
support the coming revolution, based on the slogans ‘‘ Down 
with the war,” “ The whole land to the peasants.” : 

The small minority of enterprising strong individual farmers 
had to submit to the pooling of their holdings and could not 
actively support the land proprietors nor oppose the revolution 
at its start. After the landed gentry, they were the first to 
experience, under the name of “ kulakis,” the ordeal of being 
expropriated by the communistic government. Finally came 
the recent policy of expropriating the “‘ non-kulakis ” as well and 
dragging them into communist farms. What was started as a 
sound agrarian policy came to a tragic end. 

As regards the organisation and conditions of farming in 
Russia, and Russia’s agricultural production before the War, 
Dr. Pavlovsky’s book will probably become a standard work. 

P. ScHILOVSKY 


Economic Prosperity in the British Empire. By StepHeN LEACOCK. 
(London: Constable & Co. 1930. Pp. 246.) 


Tus book outlines in lucid, orderly and vigorous fashion a 
method by which, in its author’s opinion, the Empire can ‘“ in- 
tegrate”’ itself and function as a single economic unit, with equal 
advantage to the Dominions and the mother country. Many 
writers have theorised on the same problem before, but not on 
Mr. Leacock’s large lines and seldom with equal conviction and con- 
fidence of success. He admits that complete economic union, in- 
volving free trade within the Empire, is now impossible and is pro- 
bably undesirable, since nearly all the Dominions have developed 
their economic life on the industrial side, and have now large 
urban populations dependent upon manufactures of various kinds. 
What he contends the Empire might and should do is to mobilise 
its capital and credit with a view to using both in the development 
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of its vast natural resources, in filling up its equally vast empty 
spaces, and in reciprocal trading on the basis of scientifically 
planned systems of protection and preference. He develops his 
argument with considerable ingenuity and the enthusiasm of a 
warm-hearted imperialist of the best type who sees that all is not 
well with the Empire and wants a speedy “‘ move-on.”’ Unlike 
many oversea advocates of preference, too, he is as much con- 
cerned for the prosperity of Great Britain as for that of the 
Dominions. 

His case for a grandiose scheme of Empire development is based 
on the fact that (to adapt a familiar quip of fifty years ago) ‘‘ we’ve 
got the land, we’ve got the men, we’ve got the money too.” The 
wealth of the Empire in habitable land and in raw materials, such 
as coal, iron, gold, timber, etc., is unique, while its corn-growing 
capacity and its water-power are practically unlimited. Here are 
the foundations for all the economic expansion we need wish for. 
The first want of the Dominions is population, though they do 
not seem to have grasped the fact. Comparing the area in Canada 
which is similar in point of climate and resources to the countries 
around the North and Baltic Seas, he comes to the conclusion that 
that Dominion alone can take 250 million inhabitants, instead of 
the present nine millions. Making the same comparison between 
Australian territory (excluding the ‘‘ dead heart ” at the centre) 
and countries on the Mediterranean seaboard, he estimates that 
it could accommodate an equally large population, whereas all 
Australia now contains only 6} millions, or under two to the square 
mile. Here alone is space for over 500 million immigrants to go 
on with. Compared with this figure the two millions of England’s 
unemployed are to Mr. Leacock negligible, and he would absorb 
them at once by means of big commercial corporations of Empire 
adventurers which, favoured by trading privileges and grants of 
land, should both transport our workless families in large con- 
tingents oversea and put them to the employments most suited 
to their capacities and to the requirements of the Empire at large. 
Everything is to be done on sound business principles, and he has 
no doubt that these companies would in one time earn a fair 
return on the capital invested. For the Dominions are to be 
populated by people engaged in industry and agriculture equally. 
As he puts it, ‘‘ Our migration must open its own market—the 
secret of it lies in that. It must be so varied and multiform that 
every part of it is the market for every other.” The needs of the 
mother country having first been met, he would accept immi- 
grants of other white races, always by a process of selection. 
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It is part of his scheme that the State debts of Great Britain 
and the Dominions and Colonies (India excluded) should be 
pooled—unified would be a better term—on agreed principles, 
not with a view to the relief of any one part of the Empire at the 
expense of the rest, for all countries would still bear the old 
liabilities, but in order that the existing loans might be repaid, 
and fresh money be borrowed simultaneously on the common 
guarantee at a lower rate of interest. He holds that “ a lifting of 
general Empire credit by even one-half per cent. would effect a 
colossal saving of about sixty million pounds a year.”’ Incidental 
points in his argument are the diversion of British capital from 
foreign to imperial undertakings and purposes, the imitation on a 
large scale throughout the Empire of standardisation in manu- 
facture, the adoption within the Empire of uniform coinage, 
weights and measures on the decimal system, and not least the 
displacement of the American ‘‘ moving picture,’ which now 
acts throughout the whole world as a magnificent advertising 
medium for U.S.A. and its products, by British films which shall 
do the same service for the Empire. 

As to the promotion of inter-imperial trade, Mr. Leacock is a 
cheerful ‘‘ whole-hogger” on the subject of protection. He 
recognises imperial free trade to be impracticable and he would 
not interfere with any of the “ particular ” tariffs of the Dominions 
and Colonies. Supplementing these, however, he proposes that 
there shall be imposed a new and general tariff for the entire 
Empire against the rest of the world, each autonomous territory 
to be free to raise, lower, alter or abolish this extra tariff just as it 
liked. This arrangement suggests a somewhat disintegrated 
sort of imperial integration, and it is not clear that it would be 
certain to benefit Great Britain unless, as Mr. Leacock may take 
for granted, the existing preferences as against the outside world 
were retained and even improved in her favour. His conclusion 
is highly optimistic. United, developed, populated and financed 
as he wishes to see it, the British Empire will in time throw the 
United States into the shade. Altogether this is a remarkably 
able, lively and stimulating book, written around a big idea. 
There is more of the imaginative and the picturesque in the 
style of writing than one usually expects in literature of this kind, 
but even if that feature should make for weakness it makes also for 
interest, and the sympathetic reader will not be likely to discard 
the good grain because something that looks suspiciously like chaff 
occasionally lies alongside of it. W. H. Dawson 
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Nationality within the British Commonwealth of Nations. By 
EK. F. W. Gry Van Pirtius. (London: P. S. King & Son, 
Ltd. 1930. Pp. xvi + 238. 10s.) 


THE object of this book is “to analyse critically British 
nationality in all its phases,” and to indicate where a solution 
may be sought of the difficulties caused by distance and diversity 
of races within the Empire. 

Part I deals with the natural-born British subject, whose legal 
position is comparatively simple. His nationality is unimpeach- 
able, and he cannot in any circumstances be deprived of it. 
Politicai and civil rights, however, do not necessarily follow 
nationality : they are privileges which each part of the Empire 
settles for itself, and the Dominions are not deterred from dis- 
criminating against coloured persons by the fact that these may 
be natural-born British subjects. 

Part II deals with the acquisition of British nationality by 
naturalisation, by annexation of territory and for women by 
marriage. The position as regards the Dominions is even now 
not quite satisfactory. A degree of uniformity has been attained 
“after persistent pitched battles fought in a hard but friendly 
atmosphere at the periodical Imperial Conferences.” But even 
now a person naturalised in one of the Dominions may lose his 
nationality if he moves to another part of the Empire. 

The questions of dual nationality and of statelessness are 
discussed in Part III. Great Britain adopts for its principle the 
jus soli, but weaves the jus sanguinis into the fabric, and difficulties 
arise both with regard to the children of foreigners born on British 
soil, and with second and third generation children of British 
extraction who are born abroad and registered in British Consu- 
lates. In such cases two countries claim the children either on 
military or on purely sentimental grounds. Certainly the British 
principle might be accused of seeking “‘ to have it both ways.” 

If dual nationality is an unfortunate predicament—for a man 
may be claimed as a soldier or imprisoned as a deserter in either of 

his two countries—statelessness is a calamity. It can be brought 
about either by forcible denationalisation or in the case of women 
by marriage. Some states denationalise subjects who have 
absented themselves from their country for too long a period. 
The United Kingdom has since 1914 reserved the right to revoke 
naturalisation certificates on any one of a specified number of 
grounds. This may be a wise innovation, but it overlooks the 
fact that the victim has lost his former nationality, and that the 
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country of his origin may be unwilling to receive him. Mr. van 
Pittius holds that unless deportation is feasible the provision for 
revocation should be repealed or at least modified. One solution 
of the difficulty would be an international undertaking by every 
country not to refuse readmission to its own nationals. 

The American Cable Act (1922) is responsible for cases of dual 
nationality and for cases of statelessness. An Englishwoman 
marrying an American loses her own nationality at home, but does 
not acquire her husband’s in the United States. On the other 
hand, an American woman marrying an Englishman retains her 
American nationality in the United States, and becomes a British 
subject by the laws of the United Kingdom. The whole question 
of the nationality of married women bristles with difficulties. At 
present the position is that a woman automatically acquires the 
husband’s nationality on marriage in all countries except the 
United States of America, the Argentine and Chili. But France, 
Belgium, Brazil, Russia, Roumania and Turkey -allow -her to 
choose between her husband’s nationality and her own. Our law 
allows a woman to retain her British nationality if her husband, 
after marriage, naturalises elsewhere, or allows her to regain it if 
she has married a foreigner and war subsequently breaks out 
between his country and the United Kingdom. There are valid 
arguments either for allowing women freedom of choice or for 
forbidding it, but there is nothing to be said for a condition of | 
affairs which may bring about statelessness, and it ought to be 
arranged, by international agreement, that a woman should not 
lose her nationality on marriage unless she acquires a new nation- 
ality and the legal protection of a new set of authorities. 

The author claims that the study of the legislation of foreign 
countries necessary to the production of this volume has exacted 
much time and labour. Undeniably his material is ably put to- 
gether, lucidly expounded and impartially criticised. It would, 
however, have added to the value of the book if the text of the 
Imperial Nationality Act 1914, which is repeatedly quoted, could 


have been incorporated in the form of an Appendix. 
H. REYNARD 


The Price of National Security. By H. E. Hypr. (London: 
P. 8. King & Son, Ltd. 1930. Pp. xvii + 289.) 12s. 6d. 

The Future of Empire. By Wit11aM Harsutt Dawson. (London: 
Williams and Norgate, Ltd. 1930. Pp. 285.) 12s. 6d. 


Mr. Hype is a whole-hearted supporter of the League of 
Nations. He says all the obvious things about the League, and 
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says them over and over again, with a tendency to revert, in the 
middle of any argument, to a description of the horrors of modern 
warfare. The chapters are too short, and there are too many of 
them, but this does not mean that Mr. Hyde has not made a fair 
case for his subject. He gives a spirited account of the achieve- 
ments of the League : its successes in stopping and averting wars, 
its humanitarian activities, the improvement it has brought about 
in the industrial conditions of backward countries, and finally its 
aid to financial reconstruction in post-war Europe. He indicates 
how much more might be done with courage and vision, and pleads 
for a Mutual Security Pact among the members of the League. 
Great Britain is already committed by the Covenant much farther 
than we realise, and has everything to gain by a definite pact. 
America has more excuse than Great Britain for seeking safety in 
isolation and aloofness, but she too would gain by joining the 
League, possibly in a modified form of Associateship. 

The last two chapters of the book deal with the menace of 
Bolshevism, and the steps which Europe should take to protect 
herself against the Red Army. Anyone who wishes to hear all 
that can be said for the League, and who is not too exacting about 
the manner of telling, can be advised to read this book. But if his 
enthusiasm is not proof against split infinitives and a host of 
similar and worse offences, he must go elsewhere. One can 
genuinely commend Mr. Hyde’s honesty of purpose, while wishing 
that he had chosen some medium other than written prose to 
convey his message to the public. 

The Future of Empire, too, is mainly concerned with the peace 
of the world, but that is all that the two books have in common. 
Mr. Dawson’s “ Empire ”’ differs from the common conception as 
a Bach Cantata differs from a collection of patriotic glees. It is 
not only that he detests the Jingo with a bitter hatred, he attacks 
the easy Imperialist with almost equal ferocity. The Empire has 
been created by conquest and annexation, the method of its 
acquisition has been haphazard and promiscuous, and only the 
voluntary assent of the population can keep it together. Hence 
Great Britain should withdraw from all points outside her rightful, 
because permanent spheres of influence, and the more thoroughly 
she does this the more will the Empire be strengthened and 
consolidated. Mr. Dawson claims Adam Smith and Sir John 
Seeley in support of his views, and implies that there is an optimum 
size of Empire beyond which every increase of territory is a 
liability rather than an asset. We have burdened ourselves 
needlessly and heedlessly with obligations that make for weakness 
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and drain away resources which are urgently needed at home. 
The boast: “See what useful work we are doing! Who would 
do it if we didn’t ? ’ is as idle as the plea of the necessary protection 
of “ British interests,” and Mr. Dawson exposes the weak places 
of both with the same ruthless logic. 

Further, as a means of self-protection, he holds that we should 
denounce all treaties and agreements to maintain frontiers which 
do not adjoin our own territories. Continental relations are a 
danger spot: in particular, France, Poland and Serbia want 
everything from us and offer nothing in return. On the other 
hand, he would have us internationalise the Suez Canal, the 
Panama Canal, Gibraltar and the Dardanelles. 

If Mr. Dawson finds little to approve in the fruits of our past 


- adventures, he has nothing but unqualified condemnation for the 


Mandates bequeathed by the War. They are a Pandora’s casket 
of future mischief, and each commitment leads to further hazards. 
Palestine might have given little trouble if she had been kept free 
of the political agitator, but Arabia will remain an enigma to the 
Western mind, and Iraq is a source of friction and weakness.’ Of 
the annexation of the German Colonies, excellent going concerns 
on which industry and treasure had been freely lavished, Mr. 
Dawson can barely trust himself to speak. The Allies were 
distributing Germany’s Colonial territories among themselves in 
the early days of the War, before Mr. Asquith’s “‘ No annexations ” 
had ceased ringing in their ears. Apart from all questions of 
honour and justice, the policy which hems in large industrial 
populations while denying them not only space but access to the 
raw materials essential to their existence is the gravest menace to 
the peace of the future. 

In this welter of folly there are two quarters in which we can 
look for light and reason. The Dominions can help, and indeed 
will help, for they will not acquiesce in a policy which might drag 
them into war. And the Labour Party has already shown 
remarkable imagination and political insight in its attitude to- 
wards Egypt, Iraq and India. Mr. Dawson is not afraid of 
Labour even at home: for all their class bias and prejudice in 
favour of nationalisation, they know that they cannot hand over 
our industries to a bureaucracy which could not “run a street 
apple-barrow ” with profit. 

After a discussion of Disarmament and Arbitration, which will 
be no more palatable than the foregoing to the average Imperialist, 
the climax is reached in a chapter entitled, ‘“ What is wrong with 
the League of Nations?” The League is even now the greatest 
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single sc - of hope for the future of the world. But it will do 
for the ca sv of peace just as much as the constituent nations will 
require it to do, and no more. President Wilson’s noble and 
inspiring conception was sabotaged by France at the outset, and 
the League emerged, a diplomatic body with scarce a trace of pure, 
democratic blood, a mere instrument to enable the Allies to 
protect their handiwork. Even so, though it means well, the 
League is, in effect, deplorably weak, flouted by the strong and 
truculent, alternatively protesting and withdrawing, a picture of 
pusillanimous impotence. 

The book ends with an earnest appeal for a change of heart, 
addressed not to the vanquished, of whom it has long been 
demanded, but to the victors. The reader who is convinced by 
this exposition will find himself stripped of prejudices so ancient 
and traditional as to appear almost innate; humbled, yet with a 
higher conception of the meaning and purpose of Empire. Unfor- 
tunately it is to be feared that for the majority Mr. Dawson’s 
strong meat will be too strong, and that those who have most to 
learn from this book will never read it. H. RryNARD 


Medieval Cheshire. By H. J. Hewirr. University of Man- 
chester Economic History Series, No. VI. (published in co- 
operation with the Chetham Society). (Manchester Uni- 
versity Press. 1929. pp. xxiv -+ 212. 2ls.) 


Dr. Hewirt’s book is typical of the best products of the 
radical transformation in the study of local history during the last 
forty years. To-day local history is treated “‘ as the basis of the 
intimate understanding of social change,” and the history of a 
county or a township is therefore set against the background of 
economic, social and political developments in the outside world. 
This interplay has at last brought local history into its true place, 
and has simultaneously enabled it to make its long-delayed but 
vital contribution to the study of social and economic history 
proper. Dr. Hewitt’s compact subject is distinguished by many 
interesting features, and is based on a foundation of local records 
possible only in the case of a palatinate which escheated early to 
the Crown. His sub-title—‘‘ an economic and social history of 
Cheshire in the reigns of the three Edwards ”—limits him to the 
period in which medieval Cheshire developed its most charac- 
teristic economic features and reached the height of its prosperity 
before the set-backs of the fifteenth century. 

The land, agriculture, and the peasantry occupy half the book. 
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Forest, moorland, marsh and heath had long limited —*iculture 
to less than half the surface of the county, and centuri¢s of border 
warfare had made untenable the most fertile districts, and had 
wasted the energy and resources of the rest. Until Wales was 
conquered Cheshire inevitably remained undeveloped and scantily 
populated ; but the later years of Edward I saw a real beginning 
in the clearing of forests and the draining of the Mersey marshes. 
Clearings were made and ploughed, and pits were dug for marl to 
fertilise the new gains. The practice of marling, first mentioned 
in Cheshire in 1239, and fairly common by 1270, was greatly 
extended in consequence of the clearing of forests. The Cheshire 
monks, especially the abbots of St. Werburgh’s, were foremost in 
this work, but the lesser gentry and the peasantry soon copied 
their successful experiments. The administration did much to 
hinder the work by a rigorous enforcement of the obstructive 
forest law, but the officials of the Black Prince, in the eyre of 
1347-58, exceeded all justice and reason in muléting the pro- 
gressive Cheshire landowners in order to finance the Prince’s 
ruinous foreign wars and personal extravagance. They imposed 
fines ten to twenty times greater than any hitherto exacted for 
essarting ; ancient custom, legal rights, and Earl Ranulf’s Charter 
of 1215-16, granting freedom of essarting, were overridden, 
protests disregarded, and the feeble revolt provoked by this 
harshness in 1353 was quickly suppressed. The fines were 
exacted, and the Prince’s selfish and short-sighted policy sharply 
checked the reclaiming of forest land. Yet Dr. Hewitt’s account 
of the management of the Prince’s Cheshire manors, the different 
resources of which were efficiently co-ordinated by officials of very 
wide experience, shows that the Prince’s ministers could be pro- 
gressive when their master profited directly thereby. The Prince’s 
stud-farm at Macclesfield undertook systematic stock-fattening 
and breeding; it was carrying 527 head of cattle in 1357, and in 
any year up to 200 head might be brought there from the other 
Cheshire manors of the Prince and from North Wales. Horses, 
too, were bred there; in 1329 the keeper accounted for 63. As a 
whole, however, Cheshire had few cattle or sheep, and its wool- 
crop was small; but there were thousands of pigs in the forests, 
which, with the abundance of salt, made Cheshire a great bacon- 
producing county. These chapters contain much more that is of 
great interest—the size of estates, the number of stock, the 
methods of harvesting, the working of the great Dee corn-mills, 
the effect of the Black Death, the enforcement of the Statute of 


Labourers, the turbulence of the population—all illustrated with 
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a most valuable precision, especially in wages, labour costs, 
prices, and so on. 

Transport, quarrying, and building receive the same detailed 
treatment; the building-accounts of the great abbey at Vale 
Royal, and the standing organisation for the repair and main- 
tenance of the Prince’s buildings provide some very interesting 
facts, and we have definite information on the state of roads and 
bridges. A valuable chapter on the “ wiches ” fully establishes 
the real, though limited importance of the Cheshire salt industry, 
which Thorold Rogers denied; we have a detailed description of 
the manufacturing processes, and of the substantial profits made 
by the Earl and by the numerous owners of salthouses in North- 
wich, Middlewich, and Nantwich. The salt was exported to all 
neighbouring counties, but unfortunately there is very little 
evidence of the selling organisation. The attractive subject of 
Chester city at the height of its prosperity is admirably handled. 
The geographical and political factors in its importance; the 
powerful influence of St. Werburgh’s Abbey on the city’s life; 
the sources of Chester’s supplies; the direction and com- 
modities of the trade of its port, and the causes of its decline in the 
fifteenth century; all these topics receive careful analysis. The 
rise of a small class of wealthy merchants, enriched from such 
different sources as the Dee mills, army contracts, the shipping of 
Irish corn, Gascon wine, and other commodities, and the specu- 
lative exploitation of Welsh timber and minerals, is clearly set 
out, and in the enterprising William of Doncaster we see a Chester 
Jacques Coeur in miniature. 

The book, well-printed and attractively produced, is illus- 
trated by five well-chosen plates and by three maps closely related 
to the text; there are two very full indices, the subject-index 
especially being a model for works of this kind. There is an 
elaborate descriptive bibliography; but it is a pity that Dr. 
Hewitt did not use the Exchequer (Treasury of Receipt) Book No. 
144, since published as The Black Prince’s Register, Part I, 1346-8. 
This compilation contains over 750 index-references to Cheshire 
affairs and men, which would have filled some of the gaps in Dr. 
Hewitt’s evidence, solving such difficulties as the reality of Sir 
Richard Stafford’s position as ‘‘ steward of all the Prince’s lands.”’ 

Only the more peculiar of Dr. Hewitt’s findings are mentioned 
here: in addition, the profusion of exact, often statistical, 
information on ordinary matters will provide most useful material 
for wider generalisation in national economic history—indeed, 
Dr. Hewitt himself might occasionally have pressed his deductions 


n 
a 
I 
I 
t 
t 
( 
( 


19 
ful 
th 
ex 
Te" 
Pe 
pl 
wl 
st 
pe 
or 
dc 
by 
re 
Ww 
M 
fe 
ti 
h 
ti 

| 


1931] LEDERMANN : PELLEGRINO ROSSI 305 


further. So workmanlike and thorough is the book as a whole, 
that we can only hope that many other writers will copy its 
example and method, for it is on work such as this that the 
rewriting of our economic and social history will depend. 

R. F. TREHARNE 


Pellegrino Rossi : Vhomme et l économiste, 1787-1848. By LAszi6 
LEDERMANN. (Paris: Recueil Sirey, 1929. Pp. 376.) 


“Wuo now reads Rossi? ’’—if ene may adapt a celebrated 
phrase. At best he is mentioned casually among those who also 
wrote, among those who as economists gave a reasonably orthodox 
statement of the orthodox political economy of their age. Nor 
perhaps, strictly and objectively viewed, does Rossi call for any 
greater notice in a discussion of the development of economic 
doctrine. Yet Mr. Ledermann’s most interesting volume, inspired 
by a pleasing piety to do justice to the dead, compels a certain 
revision of judgment. Not that a perusal of this critical biegraphy 
will send many readers back to Rossi’s Cours d’ Economie Politique. 
Mr. Ledermann, in the second part, deals extensively with Rossi 
as an economist, and contrives to invest with interest a somewhat 
faded aspect of economic thought; but most of us will be content 
to accept Mr. Ledermann, without piercing beyond him to Rossi 
himself. But in the biographical part of his dissertation, devoted 
to “‘ Rossi, the man,” Mr. Ledermann has a story to tell which is 
not merely fascinating in itself, but which arouses a feeling of 
admiration for Rossi, and a questioning wonder as to what he 
might have been had his lot been thrownin a different environment. 
Rossi may not have been exactly a great or original economist ; 
but, even guarding against hyperbole, he was potentially one of 
the greatest men who have ever filled an economist’s chair, even 
though in his case it was merely one occupation among many. 
One who had seen him at close quarters, and who also knew 
Guizot, Thiers, Gladstone, Disraeli and the other leading men of 
his time, did not hesitate to pay to Rossi this admiring tribute :— 


** Sans faire tort 4 ces noms illustres, je dois dire que M. Rossi 
est le seul qui m’ait laissé impression de ce que pouvait étre un 
grand homme: cette union de l’intelligence et de la volonté qui 
caractérise dans l’histoire tous ceux 4 qui la posterité a donné le 
nom de grand, ne m’a jamais paru aussi pleinement réalisée que 
chez M. Rossi.” 


Here perhaps we have the key to the riddle of Rossi. In his 
extraordinary versatility, his combination of intellectual power 
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and determination of will, he was primarily a statesman and a 
man of affairs; and his remarkable gifts of eloquence, which even 
a foreign accent could not stifle, completed the equipment 
necessary to make him a natural leader of men. Yet the successive 
stages on which Rossi contrived to play a part were shifting and 
unstable erections—or at least so he found them; and the con- 
sequence is that Rossi’s life, a continuous tale of fresh beginnings, 
reads like the product of a too-fertile imagination, which has no 
regard for the probabilities of life. Rossi, in his life-time, was a 
citizen of four different states. In all four, with a constant urge 
from the academic to the practical, he played a leading part. 
Nearly always fate was against him; and he died, in the end, 
at the hands of a common assassin. 

It would be out of place here to seek to condense into a para- 
graph the biography to which Mr. Ledermann devotes half his 
book; yet perhaps a slight indication of the almost fantastic dis- 
continuities in Rossi’s life may be pardoned. An advocate of 
consummate brilliancy, he became Professor of Civil Institutes at 
Bologna at the age of twenty-seven, and might have remained 
there but for the irruption of Murat. Rossi was still young enough 
to be indiscreetly enthusiastic; and inspired by the premature 
dream of a United Italy, he threw in his lot with Murat, and 
became the “commissaire civil’? for the area, thus being in 
effect and for a short time the governor of a considerable district. 
In the back-wash, Bologna was no place for Rossi, and he fled, 
contriving somehow to reach Geneva. His recovery at Geneva 
was perhaps the most remarkable tribute to Rossi’s power; for 
later, he had at least reputation and fame on his side. But on his 
arrival at Geneva, he was young, comparatively unknown or— 
what is worse—suspect of revolutionary activities; his foreign 
accent was of the rawest. Yet in a short time, although a 
Catholic, he was admitted as a Professor; presently he was 
playing a leading part in the public affairs of Geneva, and in due 
course he was the moving spirit in the negotiations for a revision 
of the Swiss constitution, and the author of the “‘ Pacte Rossi.” 
When the “ Pacte ”’ failed to find acceptance (Rossi having also 
had financial misfortunes), Geneva was no longer so desirable a 
residence, and he transferred himself (in 1833) to France and the 
Collége de France in succession to J. B. Say. In France he be- 
came somewhat too much the official defender of the Government 
in his later position as Professor of Constitutional Law. In any 
case his rise, here as elsewhere, was phenomenal, and led him 
ultimately to his fourth sphere of activity as French Ambassador 
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at Rome. For when the Revolution of 1848 left Rossi high and 
dry in Rome, no longer accredited by the French Government, he 
elected to enter the service of the Pope, and was soon called upon 
to form a Ministry. Here Rossi was required to pursue an 
increasingly unpopular policy, which led to his assassination in 
1848. 

The Cours d’Economie Politique, which contains the bulk of 
Rossi’s teaching on Economics, is a by-product of his French 
period. Mr. Ledermann adequately re-presents what Rossi has 
to say with sufficient citation of the more crucial passages. Rossi 
may perhaps be described as a representative of an orthodox 
eclecticism—a refined Ricardo, with the Ricardian pessimism 
mellowed if not eliminated. He would hardly have claimed to be 
an original force in economic thought; and it must, moreover, be 
remembered that Economics represented only one of the branches 
of knowledge on which he lectured and wrote. His T'raité de 
droit pénal and his Cours de droit constitutionnél were in their time 
books of considerable significance. But in an age when it was 
obligatory on all who could do so to write a Cours or a Traité or 
a volume of Principles, Rossi did his duty, and produced a work 
which his contemporaries thought one of the best, and in which 
he makes many observations which are just, felicitous and 
discriminating. And what more can be reasonably asked of 
one whose buoyancy raised him to the top in the service of four 
different states, and whose writings were for the most part 
entrusted to a language which was originally alien to him ? 

The austere student may consider that the biography of Rossi 
has no economic value, and that his Cours would be amply rewarded 
by mention in a footnote. The wiser economist who mingles 
humanity with his economics—to whom the thinker is as interest- 
ing as the thought, and the writer no less important than the 
written word—will find Mr. Ledermann’s an extremely interesting 
book. Rossi touched life at so many points, and moved about 
against such a shifting background, that much history in Italy, in 
Switzerland, in France and in Rome goes to his biography. In 
this very difficult task Mr. Ledermann has acquitted himself 
admirably. He supplies the history, without allowing it to swamp 
Rossi; and, despite an occasional tendency to fine writing, he 
has produced an intensely interesting account of what was a 
very astounding and, all things considered, a rather tragic career. 

ALEXANDER GRAY 
Marischal College, 
Aberdeen. 
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Corporation Contributions to Organised Welfare Services. By 
Prerce WILLIAMS and FREDERICK E. Croxton. (National 
Bureau of Economic Research, New York, Publication 
No. 16. Pp. 347. 1930.) 


THE problem with which this investigation is concerned is 
the basis of contributions of industrial, financial, mercantile and 
public service corporations in America to the organised philan- 
thropic services in local communities in which philanthropic 
funds are raised through the medium of community chests. The 
community chest is an outgrowth of the pre-war Federation of 
Charity and Philanthropy and the War Chest instituted during 
the war for war-time charitable appeals; its method of raising 
funds is based ‘“‘on the intensive community-wide method of 
money-raising perfected by the Y.M.C.A. between 1905 and 
1916” (p. 13). 

The significance of this study from the economic and social 
standpoint may be gathered from the following statement in 
the Introduction: ‘In both its economic and social life the 
American community has undergone profound transformation 
during the last two decades. On the economic side is to be 
noted the disappearance of the individually owned and locally 
managed business in favour of great corporations with branches 
in several places, with policy-making headquarters in one place 
and owned by an indefinite number of persons. On the social 
side, among other phenomena there is the equally significant 
disappearance of personally administered charity. In its place 
has developed specialised philanthropic work carried on through 
voluntary welfare organisations and administered by trained 
technicians. In nearly 325 American communities a further 
advance in philanthropic method finds embodiment in the com- 
munity chest. Without going so far as to merge or consolidate 
the individual philanthropic service units as the great national 
corporation has done with industrial units, the community chest 
aims to co-ordinate the forces of the member charitable agencies 
in the direction of more efficient service for the entire com- 
munity. The combined appeal for funds which the community 
chest makes once a year is one way in which it endeavours to 
co-ordinate local philanthropic effort”? (p. 27). Another way 
in which co-ordination is attempted is by aiding member organisa- 
tions in budgeting so as to eliminate duplication of welfare work 
and overlapping of activities. 

The main questions dealt with in the Report are, the nature 
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of the corporations contributing to community chests, the rela- 
tive amount of such contributions compared with those obtained 
from individuals, and the tendency of these amounts to increase 
or decrease over the period, 1920 to 1929. In a summary of the 
Report there is a clear and concise statement of conclusions on 
these quantitative aspects. The Report itself bears the not 
unusual marks of over-elaboration of detail and some lack of 
discrimination between “ search ” and “ research.” It contains, 
apart from elaborate appendices, 16 charts and 68 tables, and 
while many of these may no doubt have been useful exercises 
for the investigating student, the necessity for their inclusion in 
the Report is more obscure. The chief purpose of this investiga- 
tion, we may suppose, is the guidance it can afford to the develop- 
ment of social policy in America, and the absence of State pro- 
vision for contingencies there makes the investigation of con- 
siderable potential importance. Charts and tables are only 
required for the accurate presentation of important facts or for 
the purpose of aiding in some required conclusion; some of the 
tables here included give little aid in these directions. Indeed, 
on the main question which the investigation sets out to solve, 
the basis of corporation contributions, the conclusion, such as it 
is, is of a nature which defies statistical aid. On this question 
it is stated: ‘‘ Definite answers to questions as to the grounds 
on which 34,000 corporation contributions were made to com- 
munity chests for 1929, or as to the adequacy of those corpora- 
tion contributions, cannot be given at this time. Community 
chests depend upon voluntary contributions. This signifies that 
moral considerations enter into the decision by the corporation 
as to the amount the corporation will contribute. The considera- 
tions which have influence with corporation boards of directors 
are probably as imponderable as they are with individuals faced 
with making a similar decision. Were the problem more pro- 
foundly studied it would probably be found that the factor of 
greatest influence in determining corporation contributions to 
charity is the ‘ personality’ of the corporation” (p. 46). The 
profundity required to reach this conclusion will, it must be 
hoped, be extended to the defining of “ personality.” No pro- 
fundity is, however, required to anticipate that this line of 
investigation will tend to raise that awkward question of “ cause 
or effect?” which troubled O. Henry in the case of the millionaire 


philanthropist. 
M. T. RanKIN 


University of Edinburgh. 
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Commercial Goodwill. By P. D. Laks. Second Edition. 
(Pitman. Pp. 220. 15s.) 


Mr. LEAKE writes as an expert accountant, but his book is full 
of economic interest and reflection. He is, in fact, explaining the 
history, the legal conditions, and the valuation of that ‘“‘ element 
of monopoly in all business’ which was a favourite point of 
Marshall’s. In some recent discussions, the existence of this 
element of monopoly has been used to explain the fact of com- 
petitive equilibrium under decreasing cost; but in fact it was so 
used by Marshall himself, both in the Principles and in Industry 
and Trade. The cost of building up a business connection was 
an essential part of the theory of profit as he regarded it, and the 
relation of these connections, or preferential markets, to each 
other doubly affected the rapid expansion of competitive supply ; 
partly because the special market would not stand rapid expansion 
without spoiling, and partly because of the resistance of com- 
petitive special markets to invade. Mr. Leake throws much 
interesting light on these questions. He finds that goodwill has 
been a transferable feature of business since the sixteenth century. 
It may be personal, local, or attached merely to names and brands. 
Its valuation, which is the important part of the argument to 
economists, depends in his view on the capitalisation of future 
special profit to a new operator upon the results of previous labour. 
This capitalisation depends on a number of factors, and especially 
on the basis of the goodwill, whether mainly personal or impersonal. 
The treatment of the subject, in relation to both private and 
public business, is so lucid in arrangement and exposition, that 
this book, now brought up to date with the latest legislation, has 


become a standard work on its subject. 
D. H. Macarecor 


Marx-Engels Gesamtausgabe. Edited by D. Ryazanov. German 
Edition: Marx—Engels Archiv, Frankfort. Lesser writings, 
3 vols.; Correspondence, 3 vols. 


THE literature of Marxism abroad, a whole academic literature 
in itself, is growing to such vast proportions that it will soon need 
a Gargantua to cope with it. But the foundation of it must 
always remain the publications of the Marx—Engels Institute in 
Moscow, for they have most of the manuscripts in their possession, 
and nearly all the relevant material, both printed and unpublished, 
at their command. Under the editorship of Ryazanov, the most 
eminent of Marxist scholars and until recently Director of the 
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Institute, it has undertaken the enormous task of a complete 
edition of all the writings of Marx and Engels—a more than Five- 
Years’ Plan in itself. It is intended to be definitive and final; 
every scrap of writing that can be traced to them is to be re- 
produced ; great libraries have been searched through for material, 
much has been communicated by diligent researchers, sales have 
been carefully attended for what they might yield, transcriptions 
have been made, wherever possible, from private collections. 
There can be little that remains, though here and there a handful 
of letters may persist unsifted, as in the case of a collection of private 
papers at Oxford—but not unknown to the Institute. Of this 
great projected work we have so far received only six volumes; it 
will be completed in about forty. 

Ryazanov has wisely planned the work in three main sections, 
whose publication may take place simultaneously. The first 
section is to be the collected works with the exception of Capital ; 
this will take seventeen volumes, of which we havé received the 
first three. These contain the separate writings of Marx and 
Engels up to 1844, before the period of their collaboration. They 
are mainly literary and philosophical; but they go up to the 
political contributions of Marx to the Deutsch—Franzésische 
Jahrbiicher, and include the essay “ Zur Juden-frage.”’ On the 
side of Engels there is a great deal of new light thrown by the 
greatly expanded collection of his early letters (Second Volume, 
First Part). 

The second section of the main work will be taken up by 
Capital, with all the writings that are dependent on it. Here, as 
Ryazanov remarks, the greatest difficulties in establishing the 
text are to be found. The confusion that exists for Marxist 
textual criticism to clear up here can be only equalled by the early 
Christian fathers; the editor, however, is rather more hopeful of 
success. He plans thirteen volumes, of which none has yet 
reached us. 

We have, lastly, the first three volumes of the third section, 
which is to contain the whole correspondence of Marx and Engels 
with everybody. The editor has in these departed from his 
general adherence to chronology, in order to keep the letters of 
Marx and Engels to each other separate and to get them out 
quickly. He has got so far as the year 1867 in these three volumes 
—the year of the publication of Capital. The two concluding 
volumes of the series are to provide a very complete index to all 
the names, terms and persons, with citations and authorities from 
all the works. 
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It is already evident from what has been so far achieved that 

- there is complete and effective co-ordination in the Institute 
towards the production of this work. And not this work alone; it 

publishes at occasional intervals a hefty journal, the Marz—Engels 

Archiv, of which we have received the second number (viii pp. -+ 

613). It has the second of Deborin’s “‘ Studies in the History of 

Dialectic,” Die Dialektik bei Fichte, and a long chapter on the 

outbreak at Lyons in 1831 by E. Tarlé; it includes a new version 

of Engel’s Dialektik und Natur and many interesting miscellanies, 

unpublished letters of Lassalle, reviews of books on historical 

materialism and so on. Indeed, the editing of these works is 

beyond praise, it is so thorough and scholarly; the production of 
the books is no less satisfactory—they are strongly bound, well- 
printed on good paper, and are priced moderately from 12 to 18m. 

A. L. Rowse 
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NOTES AND MEMORANDA 


A Propvosat For A SCIENTIFIC TARIFF 


THERE is one method of stabilising money values, or rather of 
preventing them from rising above a certain level, that economists 
have never seriously considered ; and that method is a system of 
temporary import duties levied during times of economic 
depression. A temporary impost has been suggested by many 
authorities on industry as a means of raising the country out of 
the present slump, but it is rejected on the ground that a tariff 
would become permanent, once the principles of protection had 
taken a firm hold in national policy, since vested interests would 
exert every power at their command to render it so. Such an 
obstacle to the raising of a temporary tariff at a time when it 
would be of the greatest benefit to the nation ought easily to be 
removed. 

The general conception of protection in its broad economic 
effects has been muddled by numerous fallacies emanating from 
the daily Press—even politicians have been influenced, as witness 
the Mosley Manifesto—and I therefore purpose to give a simple 
hypothetical example of a country that has just adopted pro- 
tective principles, and to describe the subsequent effects on the 
economic life. ‘To save time and space I will say at once: other 
things being equal ; and to avoid irrelevant complications we will 
assume that the country has raised an ad valorem duty of 20 per 
cent. on all imported commodities. 

The first effect of the duty is an immediate reduction in the 
volume of imports. This curtails the supply of commodities in 
the home markets, the result being a rise in prices. Business 
sentiment, taking up the rein, causes a rapid transfer of money 
from inactive to active channels; which is manifested in an 
addition to the total volume of means of payment. Thus two 
distinct factors, a curtailment in the supply of goods and an 
increase in means of payment, combine to cause a rise in the level 
of wholesale commodity prices. Since the rise is due in part to 
an increase in means of payment, it follows that the prices of all 
commodities rise—not only those that are protected. As there is 
no obstacle to the flow of exports they continue for a time at the 
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same rate as formerly, but it will be seen that the rise in the 
prices of new factory equipment, raw materials and labour—the 
rise in wages is due to the increased demand for labour—is 
reflected in a rise in the cost per unit of production, the inevitable 
result of which is a loss of trade in foreign markets and a falling off 
in output. During this process, the rise in prices is enabling 
importers to climb the artificial barrier and the volume of imports 
is therefore increasing. Thus, from the time of the imposition of 
the tariff, exports have been falling and imports rising, and 
this continues until equilibrium is restored. All these movements 
mark a period of transition from free trade conditions to protected 
conditions. At the end of this period domestic prices stand on a 
higher level than before the duty was levied, and, as a little 
thought will show, the country is once more open to the influence 
of fluctuations in the world level of money values, from the ravages 
of which it enjoyed a certain immunity during the period of 
transition. Therefore, the ultimate outcome of a rigidly imposed 
protective duty is a return to conditions similar to those pre- 
vailing under free trade, with the disadvantage of a net decrease 
in overseas trade. The favourable balance of trade and the rise in 
interest rates, in evidence at the outset, would cause an influx of 
gold which would form a basis for new currency and credit, and 
thus help to inflate prices. But as this is irrelevant to the matter 
in hand I have not emphasised the point. It is worthy of note, 
however. Throughout the example it is assumed that world 
prices remain fairly constant. 

Now let us consider the reverse process and suppose that a 
change of Government brings about a return to full-blooded free 
trade. The period of transition is marked now by an immediate 
fall in the prices of hitherto protected commodities and a gradual 
fall in the prices of the remainder. As costs of production fall 
only at the expense of much time and energy, the period of tran- 
sition is greatly protracted. The reduction of profits causes a 
disappearance of confidence, and this, in turn, causes a transfer 
of money from active to inactive channels. The net increase to 
the country’s gold stock, accumulated during the protective 
period, disperses to the countries whence it came. Much hardship 
and unemployment follow. 

It is my conviction that during a temporary fall in the level of 
wholesale commodity prices like that which has afflicted the gold 
standard world since 1929, all efforts to adjust costs of production 
under modern artificial conditions are a waste of time and energy. 
There are others who think otherwise—that a fall in prices has 
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the one redeeming feature of promoting a general screwing up of 
the industrial structure. Be that as it may, to suggest that there 
is any benefit to be derived from a fall as rapid as that of 1930 is 
sheer folly. If, then, a duty on imports could be levied to arrest 
falling prices—not to cause a rise, but to maintain them at the 
normal level—the objections to a temporary tariff would be 
removed. 

Let us, then, suppose that, during the present world-wide 
depression, our imaginary country effects a second change of 
Government. The new government, noting the influence which 
protective duties have on the level of domestic prices, determines 
to exploit them in such a way as to raise prices to the normal 
level and so maintain them until a wave of optimism produces a 
general revival of trade. With this end in view, it is proposed a 
duty be levied on all imports at the same ad valorem rate, the 
duty to vary inversely with every movement in the world level of 
prices. 

A duty calculated to raise prices to the normal level is arrived 
at—say 30 per cent.—and is immediately put into operation. 
The same results are obtained as on the previous occasion with the 
exception that costs of production have not so far to rise, if, 
indeed, they have to rise at all. We will now suppose that there 
is a world revival and prices are once again on the upward trend. 
The Government, still bent on the policy of maintaining prices on 
the normal level, considers it advisable to lower the duties and 
acts accordingly. Provided the duties are lowered at a rate in 
keeping with the rise in prices, the normal domestic level will be 
maintained because the importer will still pay in duty the difference 
between the lower external level and the normal domestic level. 
Thus, if the price of wheat is normally 100 pence a cwt., but during 
the slump falls to 76-5 pence, a duty of 30 per cent. would raise its 
price in the home market to 100 pence. If, in the revival, it rises 
to 90 pence the duty should fall to 11 per cent. to maintain 100 
pence in the home market. Prices of individual commodities, 
however, should not be considered. The purpose of the duty is 
to maintain the normal level of wholesale prices taking com- 
modities as a whole. 

The example above merely serves to show how the duties 
should be modified to meet a given movement in prices. The 
Government of our hypothetical country, by making the duties 
the same all round and adjusting them in relation to the world 
price level, is achieving two purposes. First, it is keeping the 
proportion of active money constant by playing on business 
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sentiment, and secondly, it is preserving the tariff from the 
influence of vested interests. In broader terms, it is using the 
tariff for a specific purpose in the interests of the community as a 
whole. It will be seen that the more vicious half of the trade 
cycle chart is entirely removed. 

The practical difficulties that would be involved in the opera- 
tion of such a scheme are outside the scope of this paper; but there 
are a few points that may be of interest. In a practical con- 
sideration of the suggestions put forward, the purpose of the 
scheme cannot be too clearly understood. The scheme should 
be applied only when a price movement is wholly or partially 
due to the psychological factor; and then, if partially, only to the 
extent required to correct that factor. Any permanent change in 
the value of gold should be followed by a revision of the normal 
price level, and the duties should be adjusted accordingly. It is 
evident that if permanent changes be disregarded, the duties would 
either fall into disuse owing to a decline in the value of money, or, 
what is far more likely and far more serious, rise, in the course of 
half a century to the dizziest heights. The normal level of prices 
is subject to gradual changes over long periods, while the actual 
level fluctuates, often violently, over short periods, as in the case 
of the Great Slump of 1930. 

It may be thought that the gap between price movement 
and tariff adjustment constitutes a practical difficulty. Unfor- 
tunately, but fortunately in this case, the trend of business senti- 
ment is not always determined by existing realities; for if it were, 
there would be no such thing as a trade cycle, and therefore no 
need to control business sentiment. 'The gap would be bridged by 
anticipation, which plays a far greater part in business than many 
of those responsible for the prevailing depression realise. Other 
questions likely to arise are : What is the normal price level? To 
what height must the duty rise for a given fall in world prices ? 
Assuming that the scheme proved successful in one country, 
would it continue to prove equally successful if every gold 
standard country adopted it? The answers to which I must 
leave to the imagination of the reader. 

E. J. Broster 
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OFFICIAL PAPERS 


Royal Commission on Transport. Final Report. 


It would not be fair to judge the final report of the Royal 
Commission on Transport from summaries in the daily Press, 
which did less than justice to the wide sweep of the Commission’s 
inquiry. On the other hand, the economist may complain that 
some vital questions have been shirked. Each section begins 
with an historical survey; the one on railways speaks severely of 
the vacillating policy of Parliament towards the earlier under- 
takings, with the consequent waste of capital on a large scale. 
Road transport, on the other hand, “ has been allowed to develop 
with an extraordinary lack of regulated control even from the very 
important point of view of public safety.’ The Commissioners 
adopt the more modern Parliamentary view that competition 
between railway companies is useless and wasteful; in fact, they 
would map out the country into areas served by a single group 
even more rigidly than was contemplated by the Railways Act of 
1921. Amateur railway reformers will be disappointed to find 
that the report does not think that the abolition of privately- 
owned wagons is either advisable or practicable. But they will 
welcome the recommendation that the companies should make 
better use of their faculty for speed, especially for short journeys 
and cross-country traffic. One suggestion, however, seems quite 
impracticable, i.e. that the companies “ should be placed under a 
statutory obligation to provide a seat for each passenger who 
joins a main line train at its starting-point.’”’ This would take 
away the Englishman’s cherished right of dashing up to a station 
at the last minute, since the companies would have to stop issuing 
tickets when a train was reported full. 

On other points the Commission holds the balance fairly 
between the companies and the public, admitting their case for 
closing little-used and unremunerative branch lines. It accepts 
Sir Josiah Stamp’s contention that many of the elaborate 
statistical returns might be reduced or simplified. On the other 
hand, it thinks that the companies have been too conservative 
over their goods services, ¢.g. in the slight use made of containers 
and of large wagons. 

On the question of road transport the report is less satisfactory. 
It does not attempt to deal with the fundamental question—Is 
road transport cheap, or does it only appear cheap because the 
motor owner is allowed to throw a large part of his running costs 
on the ratepayer? Perhaps the Commission was hampered by 

No. 162.—voL. XLI. Y 
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the strange inability of the Ministry of Transport to answer simple 
economic quest’ons. 

Thus (p. 71) the Ministry cannot say “‘ whether the burden of 
taxation is fairly and properly [what is the distinction between 
“fairly”? and “properly ”’?] distributed between users of 
different classes of motor vehicles.” Surely the Ministry is paid 
to answer such questions, and the Commission itself has no doubt 
that the heavy commercial lorry is “ responsible for by far the 
greater part of the wear and tear on the highway,” especially 
when travelling at a high speed. Again, the Commission notes 
with surprise that although commercial vehicles are taxed 
according to unladen weight, there is a maximum tax but no 
maximum weight; a five-ton lorry pays £48 if fitted with 
pneumatic tyres, or £60 with hard tyres. Consequently the 
Commission recommends a ‘ substantial increase’ in the duty 
for each successive ton, rising to £120 for 9 tons. Further, it 
would use taxation in order to discourage vehicles weighing more 
than 4 tons, and would prohibit those weighing more than 10 tons 
except in special circumstances. In these recommendations the 
Commission is not entirely influenced by the question of damage 
to the highway, it holds the opinion that “‘ it is not in the national 
interest to encourage further diversion of heavy goods traffic 
from the railways to the roads.” At this point one would have 
welcomed a discussion of the real cost of passenger traffic on the 
roads. How much, for instance, does the ratepayer have to pay 
for each double-decked omnibus or single-decked motor coach ? 

The Royal Commission omits to deal with three other forms 
of road transport, which pay less than the moderate duty levied 
on the petrol-driven lorry. Vehicles driven by steam or heavy- 
oil engines escape the petrol tax, and should be made to pay an 
additional licence duty. Then the owner of a lorry or tractor who 
does not wish to pay the full weight tax may avoid it by the 
simple device of attaching a trailer; he can draw three trailers, 
each as big as a lorry, for the insignificant sum of £6 a year. 

Another form of road transport—the tram—which is really 
cheap, since it maintains its own track, appears to the Com- 
missioners to be ‘if not obsolete, in a state of obsolescence.” 
Tramway companies have been heavily handicapped by their 
insecure tenure under the Act of 1870; the Commission recom- 
mends a much longer tenancy. 

On the question of road costs the report is 1ather confusing. 
It talks of making the motor owner pay two-thirds, instead of 
one-third as at present, towards the £60 million a year now spent 
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on roads. But as the motor owner now pays £20 million directly 
and another £20 million indirectly, the proposed change is merely 
a transfer from the local to the imperial exchequer. It may be 
asked here whether the country can afford £60 million a year for 
its roads, especially when railways, canals, and coasting vessels 
have hardly enough traffic to keep them going. If the use of the 
heavier vehicles is discouraged; and if those which survive pay a 
higher duty, there should be less wear and tear of the roads and a 
larger revenue for the Road Fund. 

The Royal Commission has no great belief in canals as a whole, 
though it says that “certain canals still possess considerable 
value as a means of transport.” It recommends further amal- 
gamation, and would like certain railway-owned canals trans- 
ferred to new Canal Trusts. It has little to say about harbours, 
docks, and coast-wise shipping. 

The title of this final report is “The Co-ordination and 
Development of Transport,” but the Commissioners have very 
little to say on the subject. Perhaps they realise that co- 
ordination was one of the war-time slogans; few people now 
believe in the superman. If the various forms of transport are 
required to bear their own cost of working they will fall into their 
proper places in the national economy. J. E. ALLEN 


Memorandum on International Trade and Balances of Payments, 
1927-29. Vol. I: Review of World Trade. League of 
Nations. (Allen and Unwin. 4s.) 

Tuts small volume of little more than 100 pages contains a 
comprehensive review of world trade during the years 1927-29. 
These three years are characterised by a steady growth in inter- 
national trade, by the improvement in the relative position of 
European trade after the set-back in the preceding years, and by 
a change in demand due to the increase in the wealth of the world. 
The period of trade prosperity came to an end, however, late in 
1929. 

The Memorandum brings out clearly the connection between 
trade movements and the situation on the international capital 
market during the period which preceded the present crisis. In 
1929 the United States, the United Kingdom, France and most 
other lending countries reduced their capital exports and employed 
a larger proportion of their national income than in 1928 for 
domestic consumption or investment. Their imports rose, and 


their export trade either fell off or increased less than their imports. 
x2 


NE 
ple 
of 
en 
of 
iid 
bt 
he 
lly 
eS 
ed 
no 
th 
he 
ty 
it 
re 
ns 
xe 
al 
ic 
re 
1€ 
d 
n 
e 
3, | 
r 
f 
t 


320 THE ECONOMIC JOURNAL [JUNE 


Their trade balance accordingly became more passive (or less. 
active) than in 1928. 

The stringency in the international capital market was felt 
particularly by the borrowing countries in Europe, most of which 
had to reduce their imports and increase their exports. The 
trade balance of Germany, Poland, Hungary, Roumania, Yugo- 
slavia and certain other countries became active in the course of 
1929. The comparatively rich cereal crops these countries 
enjoyed contributed to the change. 

On the other hand, a number of agricultural countries in other 
continents, the value of whose exports fell off in consequence of 
light crops and falling prices of their main products, increased 
their imports. Owing to credit difficulties, the majority of these 
countries were obliged to settle their accounts by exporting gold 
or drawing upon their foreign balances. 

Trade between European countries would appear to have 
increased more rapidly than that between Europe and other 
continents. In 1929 the larger sales of food-stuffs by the agri- 
cultural to the industrial countries in Europe and a temporary 
expansion of the coal trade contributed to the growth in inter- 
European trade. A number of non-European countries reduced 
their exports to Europe in the same year. The greatest reduction 
is recorded by Canada, whose exports to Europe fell from $657 
million to $435 million as a result of smaller sales of cereals. 

Separate sections in the Memorandum deal with trade by 
continental groups and individual countries, trade per head of 
population, trade balances, trade by classes of commodities, price 
and quantum changes, direction of trade, etc. Of particular 
interest are the data regarding the trade balance of the British, 
French and Dutch Empires as well as of the different continents. 
It should be mentioned, finally, that an estimate is made of the 
“invisible ” items offsetting the large European surplus of imports. 

(COMMUNICATED.) 


Survey of the Direct and Indirect Means at the Disposal of Foreign 
Buyers to enable Them in a Number of Countries to ascertain 
the Quality of the Goods acquired by Them. League of Nations. 
(Allen and Unwin. 5s. 6d.) 


TxE Economic Committee submitted to the Council in 1923 
and 1924 two reports on this question. In the former, it laid 
stress on the fact that the protection of the consumer against 
worthless goods is primarily a matter for national legislation, and 
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‘that it is important, from the point of view of international trade, 


that any measures taken with this object should not be of a kind 
to discriminate between imported goods and similar goods of 
national origin, or to impose undue burdens on international 
commerce. The Economic Committee subsequently showed that 
the method of customs prohibitions or restrictions is quite unsuit- 
able as a means of overcoming the difficulties with which the 
buyer is faced owing to the defective quality of the goods. 

The Assembly of the League felt it desirable that the public 
should be made acquainted with the national laws and regulations 
regarding standards for type, composition and manufacture which 
already existed, and at its sessions in 1924, 1925 and 1926 adopted 
successive resolutions urging the necessity for completing the 
information collected by the Secretariat, and for making this as 
widely known as possible. A first edition of this information was 
published in 1928, and the present document is a second edition 
revised and enlarged. 

The document includes an alphabetical index of products for 
which foreign buyers may avail themselves of protective measures. 
This index enables the reader to inform himself of the precise 
measure of protection attached to any particular product. 

(COMMUNICATED.) 


The Cost of Living Index-Number. Ministry of Labour. 
(Stationery Office. Pp. 13. 3d.) 


In view of the number of collective agreements which are still 
in operation for the adjustment of wages in accordance with the 
cost of living index, the Ministry of Labour has reprinted this 
detailed account of the scope and method of calculation of the 
statistics on which it is based. The principles of this calculation 
have remained unchanged since the index-number was instituted. 


Second Interim Report of the Gold Delegation of the Financial 
Committee. League of Nations. (Allen and Unwin. Pp. 22. 
1s.) 


Tue first Interim Report was reviewed in this JOURNAL in 
December 1930, and dealt with the future demand and supply of 
gold. This second Report deals with the distribution of the 
supplies. While the present distribution is mainly the result of 
abnormal general economic conditions, the main question is that 
of future prospects. The Committee considers the contribution 
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which may be made by monetary policy, in view of recent changes 
in the working of the gold standard. It deals at some length with 
the functioning of that standard, and of the new conditions created 
by new banking laws, especially with regard to gold exchange, the 
percentage reserve system, and the narrowing of gold points. It 
considers that the future policy of lending countries should have 
two main obligations—the maintenance of a steady flow of capital 
and credit, and the restriction of loans to productive purposes. 
Finally, it emphasises the need for co-operation between Central 


Banks. 
Economic LITERATURE IN THE MAarx—EnGets INstTItTUTE 


Wirx complete State control of international trade and foreign 
exchange, the Russian Government is able to ensure that things 
shall be purchased abroad strictly in order of their real importance, 
and it is interesting for an economist to observe that for one 
purpose at least economic literature apparently stands high on 
the official list. Among the most interesting sights for an econ- 
omist in Moscow is the economic section of the library of the 
Marx-Engels Institute. Here there is gathered together a 
collection of literature in all European languages on economics, 
both theoretical and applied, at least as complete as is to be 
found anywhere else in the world. An exhaustive and complete 
collection of Marx and Marxiana one might expect to find, but it 
was surprising to see a collection almost as complete of the 
‘* classical ” writers, of more modern literature, and of writers of 
the pre-Adam Smith period as well. And the Marx—Engels 
Institute is not content with a complete collection of Adam 
Smith’s works, both in English and in translations. In the 
spirit of the fanatical bibliophile, it insists on getting the first 
editions, and all subsequent editions as well, so far as that is 
possible, and treats most other writers in a similar way. The 
librarian in charge of the section, a lady, proudly points out that 
the Institute possesses pamphlets which are not to be found in the 
British Museum, and where copies of rare publications never come 
on to the market, photographic reproductions have been purchased. 
There is scarcely an economic writer in England, or indeed in 
Europe or America, whether of good repute or ill, a full collection 
of whose works he would not discover enshrined in the Marx-— 
Engels Institute Library. The theological zeal of the Communists 
accumulates not only all the works of the true prophets and the 
commentaries thereon, but the works of the false prophets and 
the schismatics as well. 
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This literature is not, of course, available for the ordinary 
reader. It is not everybody who is admitted to work in the 
Marx-Engels Institute, but not the least of the shocks received 
by the visitor to Moscow who has heard much about the necessity 
for husbanding the supplies of valuta, and carefully controlling 
imports, is the discovery that such considerable resources are 
being devoted to the construction of this library. The economist 
may perhaps be inclined to take a more favourable view of Russian 
“ dumping ” when he reflects that part of the proceeds is definitely 


earmarked to purchase his own works. 
ALLAN G. B. 
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The Centenary Meeting of the British Association will be 
held in London from September 23 to 30, 1931, under the Presi- 
dency of General Smuts. Professor Edwin Cannan will preside 
over Section F (Economic Science and Statistics). Special 
importance attaches to this Centenary Meeting, and the Associa- 
tion hopes for a full attendance to ensure the support of the 
scientific researches and other activities carried on under its 
auspices. Members of the Royal Economic Society are par- 
ticularly invited to attend. Particulars may be obtained on 
application to the Secretary, British Association, Burlington 
House, W.1. 


The forthcoming meeting of the International Congress for 
Studies regarding Population will be held in Rome from the 7th 
to the 10th September 1931. Reports and communications will 
be accepted in English. Those who take an interest in the 
Congress and would like to receive the detailed programme which 
is now available are invited to apply to the Comitato Italiano per 
lo Studio dei Problemi della Popolazione, 10 Via delle Terme di 
Diocleziano, Roma (Italia). 


The Association for Education in Industry and Commerce will 
hold its thirteenth Annual Conference in London from June 15-17, 
1931. Particulars can be obtained from the Honorary Secretary, 
Mr. J. Knox, Port Sunlight, Cheshire. 
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FEBRUARY, 1931. The Continuous Working Week in Soviet Russia. 
Labour in Abyssinia. M. Griaute. Old-age Pensions in the 
United States. M.S tack. Jewish Workers in Palestine. 

Marcu, 1931. The Social Effects of the Economic Depression in North 
America. H. B. Butter. More Mechanisation in Farming. 

E. Indian Labour in Ceylon. L. SUNDARAM. 


Indian Journal of Economics. 

JANUARY, 1931. Papers read and discussed at the Fourteenth Con- 
ference of the Indian Economic Association. These papers deal 
mainly with questions of banking in India, with Indian labour, 
and with the theory of Distribution. 


Kyoto University Economic Review. 

DrcEeMBER, 1930. Tax Bases in Land, House, and Business Taxes. M. 
Kamps. The Disparity between the Rich and the Poor in the Big 
Cities of Japan. 8S. Satomi. On the Financial Development of 
Japan. E. HonJo. On the Fixing of a Standard of the Price of 
Rice. Y. Yaat. 
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World Trade (International Chamber of Commerce). 


JANUARY, 1931. Competition between Road and Rail. P. SU.VERBERG. 
Large-scale International Undertakings. L. Urnwick. The Over- 
production of Coffee. A. Faucuire. This is an interesting and 
concise account of the Coffee Valorisation scheme. 


Index (Stockholm). 


Fesruary, 1931. The World’s Staples. I. Cotton. J. A. Topp. 

Marcu, 1931. Unemployment—a World-wide Problem. W. Martin. 

Aprit, 1931. The World’s Staples. II. Wheat. G.J.S. BROooMHALL. 
Brings together the statistics relating to the present over- 
production. 


Skandinaviska Kreditaktiebolaget. 
JANUARY, 1931. The Shortage in the Supply of Money. G. CassEL. 


Revue d’Economie Politique. 


NoveMBER, 1930. La question d’or. C. Rist. La dépression des prix 
apres 1873 et en 1930. P. Dinrerien. La réforme monétaire en 
T'chécoslovaquie. A. BAsou. 

JANUARY, 1931. La question d’or devant la Société des Nations. B. 
Nocaro. L’auvre économique de F. von Gottl-Otililienfeld. M. 
Hatpwacus. Que faut-il entendre par le coiit de la guerre? C. 
Gipz. Les facteurs de dépression daprés les banquiers anglais. L. 
Baupin. Dumping ordinaire et dumping sovietique. B. Eta- 
CHEFF. 

Journal des Economistes. 


JANUARY, 1931. Quelques réflexions sur le chémage. P. W. DE 
Romuty. L’industrie houillére dans le monde. R. J. MERRE. 
Fepruary, 1931. Le probléme de Vor & la Banque de France et en 
Grande-Bretagne. Payun. L’industrie pétrolicre dans le 
monde. RK. J. Pierre. L’impét sur les transports. G. DE Novu- 
vion. Evolution historique de la Bourse d’Anvers. M. Carson. 

Marcu, 1931. La question d’or et la question de argent. E. PayeEn. 
La situation économique de la Roumanie (1918-28). E. Limonon. 
Zones franches et forts francs. G. DE NouvIoN. 


Revue de l'Institut de Sociologie. 


OcToBER, 1930. Les traits généraux de la vie sociale et le mécanisme des * 
institutions. L.Wopon. Ladisparitédes pouvoirsd’achat. G.DE 
LEENER. 

JANUARY, 1931. Misére et capitalisme dans la conception socialiste. A. 
LABRIOLA. 


Schmollers Jahrbuch. 


Fesruary, 193]. Nominalismus und Begriffsrealismus in der National- 
ékonomie. K. Pripram. Einfluss des Zinsfusses auf den Sparen. 
C. v. Retcuenav. Die Abwanderung vom Lande und das 
Goltzsche Geseiz.” P. QuantE. Die Ursachen des neueren 
Geburtenriickganges. WurzBurcer. Finanzwissenschaftliche 
Irrwege. F. K. Mann. 
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Zeitschrift fiir die gesamte Staatswissenschaft. 


JANUARY, 1931. Karl Biicher. G. Bropnitz. Die Gestaltung der 
wirtschaftlichen Machtverhiltnisse in Mitteleuropa. H. Bayzr. 
A plea for regional agreements between the agricultural and 
industrial districts of Middle Europe. Bruno Molls Lehrbuch der 
Finanzwissenschaft. E. H. 

Marca, 1931. Die objectivistischen Preistheorien auf empirisch-realis- 
tischer Grundlage in der neweren Literatur Deutschlands. E. H. 
VoceL. A discussion of the theories of Diehl, Liefmann, Gottl, 
Eulenberg, Sombart, and Zwiedineck. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


FEBRuARY, 1931. Untersuchungen zur neueren Literatur des Zure- 
chnungsproblems. P.Groaac. Verstehende Statistik. H. Wo.Fr 

Marcu, 1931. Der Sinn des Preisabbaus. B. Josepay. Konjunktur- 
theorie, Arbeitslosigkeit, und  wirtschaftliche Entwicklung. 
ScHRODER. 

Apri, 1931. This number is in honour of the 75th birthday of Ludwig 
Elster. Die Bedeutung der Wirtschaftsganzheit fiir den Wirtschafts- 
prozess. G. ALBRECHT. Unternehmergewinn und Konjunktur- 
gewinn. K. Dignu. Agrarkreisen, Konjunkturzyklen, und Struk- 
turwandlungen. C. v. DintzE. Recht und Technik des wissen- 
schaftlichen Sammelwerks. A. Ester. Die wirtschaftlichen 
Grundlagen der Gross-stadt. W. Morarnrotu. Grundlagen des 
Geburtenriickganges und Moglichkeiten seiner Berkimpfung. J. 
Miter. Kostenreste und Wertgrossen der Betriebsanlugen 
wihrend threr Nutzungszeit. E. Parg. Fluch und Segen der 
Wirtschaft im Urteile der verschiedenen Lehrbegriffe. O. SPANN. 
Gewerkschaften und Kartelle als Marktverbinde. A. WEBER. Der 
Binnenmarkt. F. Zann. 


Weltwirtschaftliches Archiv. 


APRIL, 1931. Wirtschaftsverfassung, Geldverfassung, und Reparationen. 
E. Lukas. Acontribution to an analysis of the existing German 
economic crisis. Der Kreislauf des Geldes. H. Nuissur. Der 
Geltungsbereich der Grenzwertlehre. W. The Resource 
Hierarchy of Modern World Economy. E. ZIMMERMAN. Essay 
on Changes in the Distribution of British Overseas Trade in Wool 
Textiles during the past ten years. G.H. Woop. Die Entwicklung 
der Europdischen Finanzmonopole in der Nachkriegszeit. I. Die 
Entwicklung der Tabakmonopole. H. G. Ross. Zur Rolle des 
Finanzkapitalismus im Zeitalter des Hochkapitalismus. H. Sir. 


Zeitschrift fiir Nationalékonomie. 

JANUARY, 1931. The Statistical Laws of Equilibrium according to Henry 
Schultz. U. Ricct. A sympathetic criticism, especially with 
reference to the ambiguity of determining trends and the extra- 
polation of statistical demand and supply curves. The Subjective 
and the Objective Aspect of Marginal Utility. J. WyuEr. Critical 
and Positive Remarks on Monetary Theory. A. Bitimovic. A 
criticism of Walras’ approach to the quantity theory, with reference 
also to Pietri-Tonelli. Three Problems of the Theory of Monopoly. 
E.ScHNEIDER. A discussion of special cases of bilateral monopoly, 
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of duopoly, and of universal monopoly under certain assumptions. 
The Enigma of French Gold Policy. K. Scuuusincer. The 
author attributes the policy to a desire to influence the internal 
and external price levels in favour of the rentier and the working 
classes. Ideology and Utopia. A. MENZL. 


Zeitschrift fiir Nationalokénomie. 


Marcu, 1931. Open Problems in the Theory of Costs and Returns. O. 
MorGENSTERN. A synthesis of recent discussions on the laws of 
return, concludes that on the whole the prevailing tendency is to 
turn from the method of partial to that of total equilibria. Can 
the Quantity Theory of Money be statistically proved ? O. ANDERSON. 
Holds the statistical method cannot dispense with a theoretical 
approach. Fisher’s equation of exchange is found to be in 
accordance with facts as tested empirically, and a similar conclusion 
follows from Bulgarian price movements. Dynamic Problems of 
Value. J. AkerMAN. After discussion of the methods of Moore 
and Schultz, it is concluded that it is possible to determine a 
typical elasticity of demand for any given period. 


Archiv fiir Sozialwissenschaft und Sozialpolitik. 


Frepruary, 1931. Die franzdsische Wdhrungspolitik seit der Stabili- 
sierung und thre Folgen. G. RAPHAEL. 


Vierteljahrshefte zur Konjunkturforschung. 


SonDERHEFT, 21. Der Trend. Ein Beitrag zur Methode seiner 
Berechnung und seiner Auswertung fiir die Untersuchung von 
Wirtschaftskurven und sonstigen Zeitreichen. P. LORENZ. 

Sonderheft 22. Kapitalbildung und Investitionen in der deutschen 
Volkswirtschaft 1924 bis 1928. R. WAGENFUBR. 

Sonderheft 23. Bestimmungsgriinde der Hdute- und Lederpreise. G. 
Keiser and B. BENNING. 


De Economist (Haarlem). 


DrcEMBER, 1930. Loonsverhooging en verbruik. A. A. VAN 
A detailed discussion of the doctrine that increased wages, by 
increasing the purchasing power of the workers, stimulates pro- 
duction and promotes national prosperity, suggested by two 
recent German books, Tarnow’s Warum arm sein, and Massar’s 
Die volkswirthschaftliche Funktion hoher Léhne. Doctrines of 
under-consumption do not have sufficient regard for the demands 
of capital formation. In three respects the normal course of a 
trade cycle does not support the under-consumption theories : 
(i) ‘ crisis ” does not appear in the first place in the consumption 
trades, as on these theories it should; (ii) the rise in the rate of 
interest in the upward movement indicates a too small capital 
formation; (iii) the course of wages shows that a crisis supervenes 
despite increased purchasing power. It is argued that the appeal 
to American experience does not support the thesis. Further, so 
far as concerns the export trades, the under-consumption argument 
is inapplicable. Another line of argument is that increased wages 
may be beneficial in acting as a stimulus to rationalisation, and 
the writer considers this contention under various aspects, but 
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argues that if the impulse to rationalisation comes solely from 
higher wages, it will be disadvantageous to the worker, unless care 
is taken to provide for adequate capital formation, since otherwise 
the unemployment inevitable to rationalisation will tend to be 
permanent. In conclusion, a consideration of the sources of 
capital accumulation and their adequacy. Het Reparatievraagstuk. 
Naschrift. F.H. Rerztivs. A postscript to a recent article on 
the Reparation question, summarising the situation up to date. 

JANUARY, 1931. De utigifte van de Zuiderzeegronden. H. W. C. 
BorpewiskK. A detailed discussion of the report of the Com- 
mission appointed to advise with regard to the disposal, adminis- 
tration and colonisation of the province resulting from the drainage 
of the Zuider Zee. Het kultwurelement in de Staatsexpansie. G. 
Gonecrup. A consideration of the place assigned to the State 
in the national and international sphere, in the form of a criticism of 
a recent address by Professor van Embden. Internationally 
there has been a revival of mercantilist views. Colonial expansion 
is ordinarily advocated on the grounds of (i) providing an outlet 
for surplus population; (ii) creating a market for wares; (iii) 
supplying raw materials; (iv) presenting openings for investment 
of capital. The writer argues for the influence of different culture 
levels as a cause of expansion. Nations cannot live together in 1 
peace, nor can there be a smoothly functioning world-economy, if 
there are too great and abrupt differences in culture levels. Where 
such a situation exists, an expansionist policy may be the condition 
of a world-economy. Bescherming en actieve handelspolitiek. J. 
Oortwisn Botszrs. A further contribution to the Free Trade and 
Protectionist controversy, with a reply by Mr. Posthuma. 

Fresrvuary, 1931. LHenige gegevens omtrent de ontwikkeling van de 
industrieele structuur in de Vereenigde Staten van Noord-Amerika. 
P. Lierrivck. America is usually accepted as the ‘“ Country of 
Big Business,” but the term “‘ industrial concentration ”’ is suscep- 
tible of different interpretations. A detailed analysis of the size 
of American businesses in recent years, according to number of 
employees, output, power, etc. Psychisch inkomen en Psychisch 
vermogen. I. J. VAN DER Wisk. A discussion on mathematical 
lines of the distribution of income, supplementing Pareto. 
Bescherming en actieve handelspolitiek. J. OortwiJn BorJeEs. 
Continuation of discussion of tariff policy. A further postscript 
by Mr. Posthuma. 

Marcu, 1931. Het aanpassingsprocess na den conjunctuuromslag. 
W. L. Vax. The writer discusses, not the causes of the trade 
cycle, but the methods whereby, in a given condition of malaise, 
a way out can be found. The various factors which impede or 
promote an adjustment are considered. The trouble arises from 
the fact that on the one side there are excessive supplies of goods, 
and on the other supplies of money not brought into circulation. 
Hence a vicious circle in which each one, anxious to minimise his 
own losses, restricts his activity and thus increases the losses of 
all. Various possible influences are considered : (i) the possibility 
of affecting an adjustment by a general (and legally enforced) 
lowering of prices parallel with the diminution of money available ; 
(ii) Limitation of production; (iii) Changes in the prices of the 
factors of production and their later consequences; and in 
particular the suggestion of increased wages in order to increase pur- 
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chasing power: “ In times such as these it may be said that the 
worst enemies of the workmen are to be found among a section 
of their friends, who, shortsighted as they are, preach a raising of 
the level of wages, whereas a lowering of them, paradoxical as it 
may sound, is a first condition of the well-being of the working 
classes in a time of malaise.” Henige gegevens omtrent de ont- 
wikkeling van de industrieele structuur in de Vereenigde Staten van 
Noord-Amerika na 1900, II. -P. Lizrrmck. A continuation of 
the discussion of the development of American industry. Each 
branch of industry goes through three (and sometimes four) 
stages : (i) the pioneer stage; (ii) the stage of expansion ; (iii) the 
stage of consolidation and the search for equilibrium; and (in 
certain cases) (iv) the stage of dissolution and decay. The 
characteristics of each of these stages are discussed, and illustrated 
by reference to a number of specific industries. Psychisch 
inkomen en Psychisch vermogen, II. J. VAN DER WiJK. A con- 
tinuation of the mathematical discussion of income in the previous 
issue. 


Ekonomisk Tidskrift (Upsala). 


1929, No. 4. Sparandets plats i en realinkomstberdkning (Accounting 


for savings in a calculation of real income). GuUNNAR MyRDAL. 
The problem concerns the logical correlation between the terms 
monetary income, cost of living and real income. In the calcula- 
tion of real wages it is assumed that the individuals consume their 
entire income, whereas in reality a certain proportion of their 
wages is usually put aside as savings. This brings into play a time- 
factor, which should be duly taken into account in the calculations. 
In order that the budget that serves as a basis for calculating the 
cost of living may correspond to the monetary income, it must 
include the amount of savings or the capital consumed, as the 
case may be. The inverted value of the interest factor becomes 
the price of these budget items. The author then proceeds to 
discuss in detail the theoretical and practical difficulties involved 
in making calculations of this kind. Penningpolitikens normer 
(Principles of monetary policy). Akerman. The inflation 
that marked the War period gave rise to a revaluation of the 
business cycles theories; those upholding the influence of 
monetary conjunctures won general acceptance, and attention was 
mainly concentrated on the fluctuations of the price level. 
When, however, the constancy of the price level is taken to imply 
the absence of inflation, the fact is overlooked that rationalisation 
renders an inflation possible without any rise in the price level. 
The same effect is produced by the new selling policy and by the 
fact that the difference between selling price and actual cost price 
is independent of the height of the price level. Speculation, with 
the resultant increase in credit, implies a latent inflation and can- 
not be isolated from the other spheres of economic life. Of the 
three principles of monetary policy discussed here, viz. the 
stabilisation of (1) the exchange rates, (2) the price level, and (3) 
the increase of production, the last-mentioned is the most com- 
prehensive. It practically coincides with the criterion suggested 
by Mr. Lindahl, namely, regulating the price level in inverse 
ratio to the country’s productivity. Retrospektiva synpunkter pad 
No. 162.—voL. XLI. Z 
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jordbrukskrisen (Retrospective views on the agricultural crisis). 

AvID Davipson. The present agricultural crisis is compared 
with that which prevailed in the ‘eighties as a result of the increase 
in cultivation in oversea countries and the cheapening of transport. 
The crisis of those days was more easily overcome than the present 
crisis is likely to be. In Denmark it was combated by adopting a 
policy of animal production, and in Sweden by emigration and the 
abolition of certain taxes. 

No. 5. Nédgra forslag rérande berékningar inom den officiella statistiken 
(Some suggestions on methods of calculation in compiling official 
statistics). F. J. Liypzrs. The author emphasises the import- 
ance of quoting not only averages in official statistics but also 
simple figures showing the degree of dispersion, non-symmetrical 
gauges and mean errors. In a calculation of relative figures the 
final decimal indicated should be of the same magnitude as the 
mean error. Sparbankproblemets karnpunkt (The gist of the 
savings bank problem). Davin Davipson. In this article the 
author supplements his report submitted to the Treasury in 
November 1929 on the result of his investigations into the interest 

. policy of the savings institutions. There is keen competition for 

4 the savings of the public existing between the savings banks 

proper, the Post Office savings banks and the commercial banks, 
as well as the latest competitor, the co-operative movement. A 
Swedish private savings bank generally gives its depositors a 
“* pure ”’ rate of interest, i.e. one that is reduced to cover difference 
in risk, which in each case is placed at such a height that in the 
given case it could not be higher. The possibility of competition 
by means of raising the rate of interest on deposits without 
unfavourably affecting the bank’s solvency is thus out of the 
question. The commercial banks and the Post Office savings 
bank, on the other hand,'are capable to a limited extent of com- 
peting along these lines. The risk attaching to funds being 
deposited in the savings banks necessarily devolves upon the 
depositors, and this fact very largely accounts for the inability 
of the savings banks to raise their pure deposit rate. 

No.6. Problemet om skogslagstiftningen for lappmarkerna (The problem 
of forestry legislation governing the Lapp districts). Davip 
Davipson. The author gives an account of certain phases in the 
development of Swedish forestry legislation from the date of its 
initial appearance in the 1860’s. Prisbildningens uppgift (The 
function of price-regulation). G. SILVERSTOLPE. 

1930, No. 1. Ur den nyaste konjunkturforskningen (From the latest 
business cycles researches). CurT Routes. Attempts to 
explain the riddle of economic crises show a profound lack of 
agreement. The author gives a detailed account of the theories 
of Wicksell-and Mises. The latter’s making the variability of the 

x: quantity of means of circulation the gist of the theory of business 

cycles is commented upon as considerably simplifying the problem. 
The author then considers the theories of more recent students of 
conjunctural phenomena: Robertson, Hayck, Hansen, Altschul, 
and others, and feels justified in asserting that “‘ conjunctural ” 
research has now reached a turning-point, seeing that we must 
abandon the mechanical view of economic conjuncture as a law- 
bound undulatory movement and rather study the conformity of 
exchange mechanism to natural laws as one separate subject, and 
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No. 


the temporary causes that bring about disturbances of the balance 
as another separate subject. Rdnt epolitiken (Interest policy). 
Davip Davipson. The author emphasises the dangers involved 
in attempts to overcome a depression by lowering the discount 
rate, viz. the difficulty of stopping an inflation that has already 
set in, and the harm done by encouraging speculation on the Stock 
Exchange. 

2. Individens fruktsamhet and sliktets forékning (The fertility of 
the individual and the propagation of the race). S. D. WicKsELL. 
The author shows that the word fertility is employed in different 
senses. Actual fertility is only a fraction of what is physiologically 
possible. ‘‘ Maternity” is defined as that proportion of women 
at each particular age who have produced children within the year. 
The total fertility is often expressed as the number of children per 
family, which is quite a different thing. The author first deals 
with the less complex problem of determining the total fertility 
required in order to preserve the race. The connections with the 
increase or decrease of the population are more complicated. 
Kuczynski’s index figure of reproduction is criticised in view of the 
fact that it cannot tell us how rapid the increase or decrease in the 
population is. But even if he were able to remedy this deficiency 
there still remains something illogical in the practical application 
of his theory in that he assumes a constant maternity. The author 
supports his arguments by mathematical devices. Till det tyska 
skadestindsproblemet (Contribution to the problem of German 
Reparations). Brrtm Onur. In this article the author criticises 
a document entitled ‘‘ Till det tyska skadestandsproblemet ” 
published by Professor Brock. The author defends his so-called 
Purchasing Power Transfer theory. Rdnteldget och annat (On the 
interest situation and other subjects). Davip Davipson. The 
over-production of raw materials has caused a fall in their real 
value. This has brought about a fall in the prices of other com- 
modities, which can go on and have disastrous consequences 
through purchasers’ “striking.” In all probability the lowering 
of interest rates is not the right remedy. 


. 38. Fondbérsspekulation och wpenningpolitik (Stock Exchange 


speculation and monetary policy). Erik LinpaxL. An increased 
turnover on the Stock Exchange does not as a rule in itself increase 
the need for saving. On the other hand, this may happen as a 
result of the profits on speculation giving rise to an increased 
consumption and the enhanced values of shares causing an increase 
in the production of real capital. With regard to the principles 
to be applied in monetary policy, it is pointed out, inter alia, in 
view of developments in the U.S.A., that a regulation of the price 
level in inverse ratio to the productivity instead of the actual 
constant price level would probably have checked over-speculation 
within certain spheres of production. Det monetéra guldproblemet. 
(The monetary gold problem). Davrip Davipson. Under refer- 
ence to the Federal Reserve Bulletin for June 1930 the author 
considers that the prevailing depression is not due to a scarcity 
of gold, but is a consequence of the fall in commodity prices, 
particularly that of raw materials. The maintenance of a constant 
price level when productivity is increasing gives rise to artificial 
conditions. Among other things, it leads to gold actually be- 
coming cheaper, and thus the supply of monetary gold diminishes, 
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while, on the other hand, the need for monetary gold increases. 
It is essential that the countries that are on a gold basis should 
co-operate to bring about a redistribution of gold, otherwise various 
undesirable consequences will arise, which the author exemplifies. 
Ar Prof. Ohlins innehdllslés ? (Is 
Prof. Ohlin’s ‘‘ purchasing power transfer theory ’’ meaningless ?) 
Fritz H:som Brock. The author’s criticism aims at showing that 
a prearranged volume of credit abroad is not absolutely essential 
for securing the necessary export surplus. 


. 4. Ar grénsnytteléran onédig? (Is the doctrine of marginal 


utility unnecessary ?). Fritz H:som Brock. This article consists 
of a notice of, and in part a criticism of, Prof. Myrdal’s recently 
published work, Vetenskap och politik 1 nationalekonomien (Science 
and Politics in Economics). The reviewer objects in particular to 
Myrdal’s criticism of the doctrine of marginal utility, which the 
latter asserts to be untenable. Brock, on the other hand, declares 
that ‘‘ the economic man ” exactly represents the statistical average 
of all individuals, being as he is no longer exposed to those con- 
tingencies that necessitate the adoption of profound psychological 
methods. En férsdkringsfraga (An insurance question). GusTAV 
CassEL. The article is an expression of opinion concerning a law- 
suit between a policy-holder and an insurance company, the ques- 
tion being the valuation of a claim in Reichsmark, which fell due 
in 1927 and was based on an insurance policy taken out in 1917. 
Cassel holds that since 1923 Germany has possessed an entirely 
new currency, and according to the standard of revaluation laid 
down in the German Currency Law, the policy-holder’s claim is 
worthless. Om begreppet ekonomisk jamvikt (On the term economic 
equilibrium). Erm LunpBERG. With regard to the equilibrium 
between the demand for and the supply of one commodity, the 
static alternative method is incapable of showing that a state of 
equilibrium is reached in the event, for instance, of a shifting of the 
curve of demand. It is equally probable that oscillations arise 
that may just as well increase as diminish. The same difficulty 
arises—though it is far more complicated—in regard to the general 
equilibrium. Here the author discusses in particular the neglected 
problem as to how capital and interest on capital are to be incor- 
porated in the simultaneous equation systems that express the 
general state of equilibrium. The author shows that the system’s 
adjustment of the time factor and, in connection therewith, the 
interest, cannot be determined alternatively in an equational 
system. Finally, he criticises certain uses of the equilibrium 
theory propounded by J. B. Clark, Marshall, Schumpeter, Myrdal 
and Lindahl. 


Giornale degli Economisti. 


DEcEMBER, 1930. Vicende monetarie in Bulgaria. G. BRuGuIER. 


The present financial position of Bulgaria can be compared in some 
respects with that of Australia : like the latter, she is an agricul- 
tural country, hit by the heavy fall in the prices of raw products. 
The existing difficulties of the national finances and of the Bank of 
Bulgaria are the outcome of this economic crisis and cannot be 
eliminated merely by banking or currency reforms. The solution 
must be looked for in the intensification and rationalisation of 
agriculture and in the development of industry so as to increase 
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exports and diminish imports. Osservazioni intorno alla misura 
statistica dell’ utilita finale. L. Rosst. Some observations on 
Irving Fisher’s statistical method for measuring marginal utility 
and on a recent contribution by Ragnar Frish to the mathematical 
presentation of economic theory. 


JANUARY, 1931. Le dottrine sui trasferimenti e il problema delle ripara- 


ziont germaniche. J.G. KRETSCHMANN. A summary of different 
theories held as to the bearing of the transfer problem on the pay- 
ment of reparations. The writer concludes that the practical 
difficulties in the way of the supply of capital to Germany at 
reasonable rates, and of the reduction of her wage costs, and of 
the lowering of tariff barriers in other countries, are so great as to 
render very doubtful the future maintenance of the Young annui- 
ties. Equazione differenziale della domanda e teoria matematica 
delle crisi economiche. L. Amoroso. II Consiglio nazionale delle 
corporazione e alcune istituzioni affint di altri Stati. Dr. Bassani 
surveys the attempts of other European States to create Economic 
Councils or similar bodies to advise the Governments on questions 
of economic policy, and concludes that both in structure and 
practical working they are less effective and less well adapted 
to modern conditions than the Italian National.Council of Cor- 
porations. Del principio “ produttivistico” nei sistemi di im- 
posizione personale del reddito. E.D’AtBreRGo. It is argued that 
the “ productivity ” principle of taxation leads logically to the 
exemption of saved income from income tax, which should be con- 
fined to income actually spent. 


La Riforma Sociale. 


JANUARY—FEBRUARY, 1931. J. ‘“‘ Gold Standards” del 1914 e del 1931 


nell’ inchiesta della Lega delle Nazioni. PRro¥rEssor CABIATI sees 
in the varying rates adopted by different countries for the stabilisa- 
tion of their currencies in terms of gold, and in the new type of gold 
standard in operation since the war, the chief causes of the de- 
flationist crisis in process since 1929. Sugli effetti della esenzione 
dall’ importa sui fabbricati per le case di nuova costruzione. R. 
Fusri. A brief discussion of the probable economic effects of the 
exemption from a general tax on buildings, of all new construction. 
Riflessioni in disordine sulle crisi. L. Erxaup1. Some wise and 
witty reflections on crises in general and the present industrial de- 
pression in particular. L’imposta sul valor locativo nelle proposte 
della Commissione di studio per la riforma delle finanze locali e nelle 
discussioni parlamentari. F. A. Ri&poct. Le societa anonime 
acatena. Acritical account of the organisa- 
tion and financial methods of a number of large Italian holding 
companies. 


NEW BOOKS 
British. 


BELLERBY (J. R.). A Contributive Society. Educational Services. 


81. Pp. 224. 7s. 6d. 


Bonar (J.). Theories of Population from Raleigh to Arthur Young. 


Allen and Unwin. 8}’. Pp. 253. 10s. 6d. 


NE 

es. 

ld 

us 

28. 

Ts 

2) 

at | 

al | 

al 

ts 

ly 

ce 

ne) 

1e 

2g 

l- 

al 


338 THE ECONOMIC JOURNAL [JUNE 


BrETTLE (L.). Social and Economic Geography. Pitman. 8}”. 
Pp. 459. 10s. 6d. 


CopLanD (D. B.). Credit and Currency Control, with special 
reference to Australia. Macmillan. 8}’’. Pp.147. 5s. 6d. 


CrockER (W. R.). The Japanese Population Problem: The 
coming crisis. Allen and Unwin. 84’. Pp. 240. 10s. 6d. 


Du Puzssis (A. F.). The Marketing of Wool. Pitman. 84”. 
Pp. 337. 12s. 6d. 


Erzia (P.). The Fight for Financial Supremacy. Macmillan. 
8h". Pp. 144. 7s. 6d. 


GanpuI (M. P.). How to compete with Foreign Cloth. Calcutta : 
The Book Company. 93”. Pp. 123. 8s. 


HasuaM (A. L.). The Law relating to Trade Combinations. Allen 
and Unwin. 83”. Pp.215. 10s. 


Hosson (J. A.). Towards Social Equality. Oxford University 
Press. Pp. 34. 2s. 

Hosson (J. A.) and Gryssere (M.). L. T. Hobhouse, his Life 
and Work. With selected essays and articles. Allen and Unwin. 
Pp. 360. 12s. 6d. 


Hoover (C. B.). The Economic Life of Soviet Russia. Mac- 
millan. 8}. Pp. 361. 12s. 6d. 


InovyE (J.). Problems of the Japanese Exchange, 1914-26. Mac- 
millan. 8}. Pp. xxii + 263. 10s. 6d. 


Joap (C. E. M.). The Horrors of the Countryside. The Hogarth 
Press. Pp. 45. 1s. 6d. 


London School of Economics and Political Science. Series of 
reprints of Scarce Tracts in Economic and Political Science. 

No. 2. A Lecture on Human Happiness. By Jonn Gray. 
84". Pp. 72 + 16. 

No. 3. Transmission of the Precious Metals from Country to 
Country: Mercantile Theory of Wealth. By N. W. SEnior. 
8)". Pp. 96. 

No. 4. The Value of Money. By N. W. Senor. 8}. Pp. 
84. 

No. 5. The Cost of obtaining Money, and on some Effects of 
Private and Government Paper Money. By N. W. Senior. 
Pp. 103. 

Lovepay (A.). Britain and World Trade. Quo Vadimus and 
other essays. Longmans, Green. 84’. Pp. 229. 10d. 6d. 

Lypz (L. W.). Peninsular Europe: some geographical peregrina- 
tions ancient and modern. Longmans, Green. 84’. Pp. 310. 
10s. 6d. 

Marquanp (H. A.). The Dynamics of Industrial Combination. 
Longmans, Green. 8}. Pp. 206. 12s. 6d. 

Martin (P. W.). The Problem of Maintaining Purchasing Power : 
a study of industrial depression and recovery. P.S. King. 84’. Pp. 
314. 15s. 

Mavenan (C.). Markets of London: a description of the way in 
which business is transacted in the principal markets and in many 
commodities. Pitman. Pp. 208. 6s. 


7 

t 
I 


1931] RECENT PERIODICALS AND NEW BOOKS 339 


Norprce (M.). The Fuel Problem of Canada. Toronto and 
London: Macmillan. 7}. Pp. 155. 6s. 6d. 

Rankin (M. T.). Arbitration Principles and the Industrial Court : 
an analysis of decisions, 1919-29. P.S. King & Son. 7}. Pp. 178. 
78. 6d. 

RicHaRDson (J. H.). Economic Disarmament : a study on inter- 
national co-operation. Allen and Unwin. Pp. 224. 7s. 6d. 

Rosertson (D. H.). Economic Fragments. P. 8. King & Son. 
83". Pp. 267. 10s. 6d. 

Sauzman (L. F.). English Trade in the Middle Ages. Oxford 
University Press. 74’. Pp.464. 12s. 6d. 

SttverMAN (H. A.). Taxation, its Incidence and Effects. Mac- 
millan. 72”. Pp.359. 7s. 6d. 

SxivBeEcK (H.). The Marketing of Farm Produce: Hops. Oxford 
University Press. Pp. 59. 2s. 6d. 

Somary (F.). Changes in the structure of World Economics since 
the War. P.S. King & Son. Pp. 221. 7s. 6d. 

SomeRvVILLE (H.). Britain’s Economic Illness. Harding and 
More. Pp. 147. 3s. 6d. 

Tuomas (S. E.). British Banks and the Finance of Industry. 
P.S. King & Son. 8}. Pp. 290. 12s. 6d. 

Topp (J. A.). The Fall of Prices: a brief account of the facts, the 
probable causes and possible cures. Oxford University Press. 8}”’. 
Pp. 68. 2s. 6d. 

‘ Watms.ey (A.). Company Law. Longmans, Green. 7}. Pp. 
80. 5s. 

WarsurtTon (W.H.). The History of Trade Union Organisation in 
the North Staffordshire Potteries. Allen and Unwin. 7}’’. Pp. 
288. 10s. 6d. 


American. 


Cannine (J. B.). The Economics of Accountancy: a critical 
analysis of accounting theory. New York: The Ronald Press. 84’. 
Pp. 367. $5. 

Cuanea (S. H. M.). The Marxian Theory of the State. Chester, 
Pa.: John ChesterInc. Pp. 230. $2.50. 

Curtis (R. E.). The Trusts and Economic Control: a book of 
materials. New York and London: McGraw-Hill Publishing Co. 
9”. Pp. 525. 20s. 

Dewine (A. S.). Corporation Finance. Revised edition. New 
York : The Ronald Press. 84’. Pp.540. $3.50. 

GraHaM (F. D.). Exchange, Prices, and Production in Hyper- 
inflation: Germany, 1920-23. Princeton Univ. Press (London 
H. Milford). 9’. Pp. 362. $3.50. 

Gras (N. B. S.). Industrial Evolution. Harvard Univ. Press 
(London: H. Milford). 8}. Pp. 259. 8s. 6d. 

Hanna (J.). The Law of Co-operative Marketing Associations. 
New York: The Ronald Press. 8}’. Pp. xxx + 509. $7. 


E 
il 
e 


340 THE ECONOMIC JOURNAL [JUNE 


Harper (F.H.). Elements of Practical Statistics. New York and 
London: Macmillan. Pp. 324. 10s. 6d. 

International Committee of Historical Sciences, Washington. Inter- 
national Bibliography of Historical Sciences. First year, 1926. 
Washington (London: H. Milford). 10’. Pp. Ixvii + 366. 12s. 6s. 

Kaunuer (C. M.). Business Interruption Insurance. University 
of Pennsylvania. 9’. Pp. 244. 

Lerrn (C. K.). World Minerals and World Politics: a practical 
study of minerals in their political and international relations. New 
York and London: McGraw-Hill Publishing Co. 73”. Pp. 213. 
10s. 

ScHwEnnine (G. T.), (Ed.). Management Problems, with special 
reference to the Textile Industry. Chapel Hill, Univ. of North Carolina 
Press (London: H. Milford). 84’. Pp. 266. 9s. 

Spaur (W. E.). The Federal Reserve System and the Control of 
Credit. New York and London: Macmillan. 74’. Pp. 138. 7s. 6d. 

SuLiivan (R.). The inheritance Tax in Kentucky. Lexington: 
University of Kentucky. 9’. Pp. 63. 60 cts. 

Tavssie (F. W.). The Tariff History of the United States. Eighth 
edition. G. P.Putnam’sSons. 72”. Pp. 536. 12s. 6d. 

WaHirtTLEsEY (C. R.). Governmental Control of Crude Rubber : 
the Stevenson Plan. Princeton Univ. Press. (London: H. Milford). 
84". Pp. 235. $2.50. 

Woop (L. A.). Union-management co-operation on the Railroads. 
Yale University Press. (London: H. Milford). 83’. Pp. 326. 
18s. 


French. 


Bonsour (H.). Le budget du Reich. Vote-—exécution—contrdle. 
Paris: Marciel Giard. 10”. Pp. 189. 25 fr. 

Cuicos (S.). La préparation du budget et le contréle budgétaire 
= Etats-Unis d’Amérique. Paris: J. Gamber. 9}. Pp. 130. 
0 fr. 

De La Veca (J.). Démocratie et soviétisme. Paris: Marcel 
Giard. 9. Pp. 238. 30/r. 

Ste (H.), (Ed.). Voyages en France en 1787, 1788 et 1789. (A. 
Young). Paris: Librairie Armand Colin. 9’. 3vols. 160 /r. 


German. 


CaRELL (E.). Wirtschaftswissenschaft als Kulturwissenschaft. 
Tiibingen: Mohr. 93”. Pp. 131. 7.80 m. 

Eener (E.). Der Sinn des Monopols in der gegenwartigen Wirt 
schaftsordnung. Berlin: Parey. 9}. Pp. 143. 8.50 m. 

GrotKorp (W.). Europiische Zollunion als Weg aus deutscher 
Wirtschaftsnot. Berlin: Walther Rothschild. 10’. Pp. 30 

Hantos (E.). Das mitteleuropiische Agrarproblem und seine 
ro Berlin: Organisation Verlagsgesellschaft. 9”. Pp. 95. 
9m. 

HavssERMANN (E.). Wirtschaftsgemisse Gestaltung der Arbeit- 
slosenversicherung. Niirnberg: Krische & Co. 8}. Pp.75. 2m. 


| 
M 
B 
sc 
P 
I 
I 
] 


1931] RECENT PERIODICALS AND NEW BOOKS 341 


KorrreL (W.). Kapitalflucht. Berlin: Wilhelm Christians 
Verlag. 8}. Pp.312. 10m. 

LEDERER (E.). Aufriss der dkonomischen Theorie. Tiibingen : 
Mohr. Pp. 253. 9.20m. 

ScumiTz (J.). Inflation und Stabilisierung in Frankreich, 1914-28. 
Bonn und Leipzig: Schroeder. 10’. Pp. 228. 11m. 

VoceL (E. H.). Hauptprobleme der theoretischen Volkswirt- 
schaftslehre auf sozialorganischer Grundlage. Berlin: Parey. 9}”. 
Pp. 484. 26m. : 

Wotreane (E.). Die Kursbildung am Rentenmarkt. Stuttgart : 
C. E. Poeschel Verlag. 94’. Pp. 183. 10.50 m. 


Italian. 


Cari (F.) Teoria generale dell’ economia politica nazionale. 
Milan: Hoepli. Pp. 478. 301. 

GrizioTt1 (B.). Studi di diritto tributario. Cedam, A. Milani. 
10”. Pp. 158. 181. 

Repaci(A.). L’imposta sul valor locativo nelle proposte della com- 
missione distudio. Torino: Fratelli Pozzo. 10’. Pp. 38. 

TassinaRI (G.) La distribuzione del reddito nell’ agricoltura 
italiana. Piacenza. Pp. 298. 45 1. 

Viro (F.). I sindacati industriali, cartelli e gruppi. Milan: 
Societa Editrice “ Vitae Pensiero.” 10”. Pp. 344. 


Official. 


INTERNATIONAL LABOUR OFFICE. 

Wages and Regulation of Conditions of Labour in the U.S.S.R. 
By S. Zacorsky. Geneva. (London: P. 8. King & Son). 
94". Pp.212. 4s. 

INTERNATIONAL INSTITUTE OF AGRICULTURE. 

The Agricultural Situation in 1929-30. Economic commentary 
on the International Yearbook of Agricultural Statistics for 
1929-30. Rome: Bestettiand Tumminelli. 93”. Pp.174. 201. 

Lzaqve or Nations. Economic and Financial Section. 

Memorandum on International trade and Balances of Payments, 
1927-29. Vol. I. Review of World Trade. Geneva (London : 
Allen and Unwin). 10}. Pp. 119. 4s. 

Survey of the direct and indirect means at the disposal of foreign 
buyers to enable them in a number of countries to ascertain the 
quality of the goods acquired by them. Geneva (London: Allen 
and Unwin ). 13’. Pp. 153. 5s. 6d. 

Inp1a. Department of Commercial Intelligence. 

Review of the Trade of India in 1929-30. Calcutta: Central 

Publication Branch. Pp. 284. 4s. 9d. 
Japan. Department of Finance. 

The 13th Financial and Economic Annual of Japan. 1930. 

Tokyo: Government Printing Office. 103’. Pp. 267. 
TurkEy. Office Central de Statistique. 
Annuaire statistique, 1930. Ankara: Ahmet Ihsan. 11”. 


Pp. 469. 


d 
1 
L 


